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EXAMINATION 








IAS offers to qualified 
accountants a C. P. A. 
Coaching Course which 
has produced outstanding 
results. The enrollment fee 
is $50.00. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, tnc. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD 





CHICAGO 6, ILLINOIS 









THE MARK OF SUPERIORITY 
IN MODERN t 
BUSINESS MACHINES 


_ oe 2 ; 
‘edit ee - 


mwas 


THERE’S A NEW DAY DAWNING 
IN BUSINESS MACHINES AND METHODS 


2 Business looks to Burroughs for fast, 
accurate machines to combat rising costs, 
reduce office expenses, provide more im- 
mediate information on which to base 
sound judgment. +B) Business knows 
that Burroughs is a single source for all the 
factors of mechanized efficiency: machines 


that do work in less time, counsel that ap- 


plies them most effectively to the job, serv- 
ice that maintains them at peak condition. 
-B To fulfill its increasing responsi- 
bility, Burroughs has stepped up the tempo 
of research and product development to a 
new all-time high. 2 What's going 


on at Burroughs today will certainly 


serve business better tomorrow. 


WHEREVER THERE'S BUSINESS THERE'S 





Burroughs 


Burroughs 
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js check is no safer 
than the paper 







it’s written on 


Once a check is signed, and it passes into 
other hands, there is always the possibility 
of attempted fraudulent alteration with 
subsequent loss or inconvenience. But any 
such attempt fails when the check is print- 
ed on La Monte Safety Paper — the choice 
for so long of so many of the country’s 
great corporations that it has for gener- 
ations been recognized as America’s 
standard of safety in check protection. 


GEORGE LA MONTE & SON 
NUTLEY, NEW JERSEY 
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How Wi wht saves 


ee 


The Wright Aeronautical Corp. 
once required approximately 160 
hours of a technical specialist’s time 
(and brains) to supply a customer with 
a recommended service tool list. Now, 
using McBee Keysort, the same man 
gathers the same data in a single hour. 
A typist finishes the job. Net savings 
in tool listing time : 80%! 


ae 
MC Bee 


Me 






Wright pays no fancy premiums for 
these gains in time and efficiency... 
for Keysort is many times less costly 


than the system previously in use. 


iF you want to speed and simplify 


your business record systems (and who 


ask the 
McBee man about Keysort. 


doesn’t?) .. . better 


nearest 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N.Y .. . Offices in principal cities 
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Articles are selected for their general interest to those in the internal 
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AUDITORIALLY SPEAKING 
VER since Tue Instrrure or Spring Semester of 1947, com 


INTERNAL AUDITORS Came in- 
to being, one of its educational 
objectives has been to “cultivate, 
promote, and disseminate knowl- 
edge and information concerning 
internal auditing and subjects re- 
lated 


thereto.” During the few 


short years of our existence, sev- 
eral important contributions along 
these lines have been made by in- 


both the 
United States and Canada, and by 


dividual members in 


the Miami and Toronto Chapters. 


The most recent venture is one 
sponsored by Victor Z. Brink, Re- 
Director of Tue 


TUTE, who not only conceived the 


search INsTI- 


idea but worked out all details for 
its inauguration. The result was 
a course in Internal Auditing at 


Columbia University during the 


prised of 15 sessions in which 
some 40 students were enrolled. 
The first and second sessions, deal 
ing primarily with introductory 
data, and the fifteenth session. 
dealing with general conclusions 
of the course and a final examin 
ation were conducted entirely by 
Vic Brink. 
Vic 


members of 


For the other sessions, 
enlisted the aid of twelve 
INSTITUTE as 
The first half of 


was 


Tut 
guest lecturers. 
these sessions conducted by 
Vic on the previously scheduled 
text material. The guest lecture: 
then presented illustrative mate 
ial relating to the assigned sub 
ject, based on actual experience in 
his own company. 

The entire course was based 


on the text of Vic’s book “Tn 
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5 TIMELY BOOKS 


you'll want to have 
at your fingertips! 





Bank Frauds, their 
Detection and Prevention 


By Lester A. Pratt, C.P.A. 
NEW —a “must” book for every bank 


accountant, auditor, controller. Written by 
a nationally-known expert who explains 
210 major methods for defrauding banks; 
tells how to spot them, how to stop them. 
Based on investigations of hundreds of em- 
bezzlement cases which are analyzed and 
arranged by bank departments in separate 
Appendix. 250 pages, $4 Neo. 165 


Accountants’ Handbook 
Edited by W. A. Paton, Professor of 


Accounting, University of Michigan, and 
Board of Over 90 Assisting Editors 


LAST WORD in accepted principles and 
procedure over the entire range of commer- 
cial and financial accounting. Gives you in 
compact, easy-to-find form working meth- 
ods, systems and controls on every part and 
particle of accounting. Handbook helps you 
develop skill that puts you years ahead in 
experience; helps you make prompt, prac- 
tical, on-the-spot decisions. Board of 90 
contributing and consulting editors gives 
stamp of highest authority. Hundreds of 
illustrations, 1505 pages, $7.50 No. 86 


Business Budgeting 


and Control 


By J. Brooks Heckert, C.P.A., Asso- 
ciate Professor of Accounting, Ohio 
State University 


ENDORSED by accountants because it 
gives specific help in preparing and 
operating budgets for businesses of any 
kind and size. Tells you how to forecast 
trends and plan ahead to meet them. 
Detailed explanations of tested methods 
which can be readily applied to your, 
own situations. 84 facsimile plates to 
illustrate forms; 25 sample budget set- 
ups. 546 pages, $5 No. 157 


THE RONALD PRESS COMPANY, 





Cost Accountants’ 
Han 


Edited by Theodore Lang, Professor of 
Accounting, New York University, and 
Board of Over 70 Assisting Editors 


COST METHODS that stand up — that 
follow best, approved practice — developed 
oct of the experience of leading companies 
— ivsantly available in this one reference. 
Covers full scope of the work of the cost 
accountant — principles and techniques he 
uses for best results — relationship to gen- 
eral acc and ment. Over 70 
consulting and contributing editors assure 
you of expert judgment and highest pro- 
fessional standards. Completely illustrated 
and indexed. 1482 pages, $7.50 No. 111 





By Roy 8. Kester, C.P.A., Professor and 
Head of Department of Accounting, Colum- 
bia University 


FOURTH edition of this accounting classic 
to help you meet today’s professional de- 
mands. Deals with basic considerations in 
connection with financial and operating 
statements of corporations. Logical, simpli- 
fied treatment; helps you analyze any 
accounting situation quickly; know correctly 
the how and why of what to do. 796 pages, 
$5 No. 84 


5 Advanced Accounting 
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ternal Auditing” — and covered 
the more important features of the 
Indi- 


vidual treatment was given to sub- 


internal auditing problem. 


jects such as the need for internal 
auditing, the organization and op- 
eration of an Internal Auditing 
Department, the phases of intern 
al auditing which have to do with 
underlying philosophies and prin- 
ciples, the activities constituting 
the internal auditing program, 
the relationship with the program 
of the independent accountants, 
working papers, reports and re- 


port follow-up. 


As a special work assignment, 
the students were required to pre- 
pare reports. Those who were 
day students were introduced to 
the internal auditors of cooper- 
ating companies in the New York 
field of the 


internal auditing programs were 


area, where studies 
made as a basis for their reports. 
Students who were employed pre 
pared case studies based on one or 
more phases of their employer’s 
internal auditing operations or, 
where this was not possible, pre- 
pared reports on other special sub 


jects. 


Up to the present, the reaction 


has been unusually favorable. A 


keen interest was displayed by a 
majority of the students, the guest 
lecturers are all enthusiastic about 
future possibilities, and favorable 
comment has been received from 
It fol 


lows then that the venture can be 


several unbiased sources. 


rightfully judged a successful one. 


It is Vic’s hope that this 
year’s endeavor will prove to be 
a means of pointing the way to 
the development of an improved 
course at Columbia in 1948 and 
basic material which might serve 
as a pattern for similar courses 
throughout the country. In fact, 
plans are already under way to 
put into written form some of the 
case material presented so that it 
can be utilized by Chapters which 
wish to similar 


sponsor courses 


While there is still much to be 
done, the course has proved to be 
an important development both 
from the standpoint of Columbia 
University and Tue INstirure o1 
INTERNAL AupiTors. That it is 


another noteworthy 


pioneer! 
ing step toward the realization of 
an educational program of our 
profession and Tue INstirure oF 
INTERNAL AvupiTors is beyond 
question. 


Rospert B. Minny 
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the PROOF 
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“Remington Rand's 
PRINTING CALCULATOR 


gives you printed figure facts” 


Management needs proved figure facts on which to base important deci- 
sions. Inventory reports, profit percentages, cost estimates and the multitude 
of figure information necessary to run a business must be computed accurately. 
That’s why Remington Rand’s Printing Calculator serves every size business 
by eliminating incorrect computations and misleading reports... by saving 
valuable time ordinarily lost copying figures and re-calculating problems 

Your facts are right the first time when the printing calculator produces 
your figures. This machine never relies on assumptions. . . it automatically 
prints on the tape each factor and answer of every calculation. You never 
have to repeat a problem... the printed tape is your first-time proof of 
accuracy and a permanent record to which you can refer weeks or months 
later. Compact and simple to operate, the 10-key printing calculator gives 
you complete, rapid figuring service. It multiplies and divides automatically, 
adds and subtracts — and prints each factor. 

Ask your Remington Rand representative for a demonstration, or write 
today for further information to Adding-Bookkeeping-Calculating Machines 
Division, Department PA, 315 Fourth Avenue, New York 10, New York. 


Reminglon Rand @ 1 





MACHINES FOR MANAGEMENT 


THE PRESIDENT’S PAGE 


INCE the founding of Tue IN 
TITUTE the most impressive 
feature of its operations has been 
the earnestness of the effort which 
the put into it. 
Practically all of the work of THe 


members have 
INsTITUTE is on a voluntary basis. 
its committees are energetic and 
The 


extension of our Chapters has been 


fruitful of accomplishments. 


developed freely by our members 
We 
At the time of the writing 
of this page Louisville, Kentucky, 
and Tulsa, Oklahoma, have been 
authorized as Chapters. 
New York, 


Wisconsin, will 


and friends. continue to 


grow. 


Roches- 
and Milwaukee, 
hold their 
meetings and probably, by Sep 


ter, 


soon 


tember, they will be recognized 
Chapters. 


Tue INstirute is now closing 
its sixth year. To keep abreast of 
its progress and to make adjust 
for its 


ments more effective ad 


ministration, a committee has 
been working diligently to revise 
No substantial 


change has been made since the 


its By laws. 


original By-laws were approved 
by the membership in the latter 
part of 1941. 
able job and requires a concentra- 


This is a consider 


tion of effort to produce the rules 
under which Tue Instirure will 


exist for many years to come. 


On May 16, your President was 
privileged to address the Ninth 
Annual Accounting Institute of 
The Ohio State University. This 
is one of the outstanding forums 
of the accounting profession at 
which the leaders of the various 
professional societies appear and 
speak. It was a privilege for your 
President to appear, and it does 
Tue Instrrute honor. 

The date of the Sixth Annual 
Conference is rapidly approach 
ing. in line with the policy of 
making our INstirure work 
available to all sections, this Con 
ference will be held in Detroit on 
October 13 14. We antici 
pate a large attendance. The 
Detroit members, under the abl 
chairmanship of Charlie Ghes 


and 


quiere, have developed an out 
standing program which will be 
of advantage and information to 
attends It 
will be a good opportunity for all 


every member who 
who have not as yet attended an 
Annual Conference to see how we 
work and what we can produte; 
and further, and very important 
ly, it provides a good place to 
officers and fellow 


meet your 


members. Here’s hoping to see 
you at the Statler in Detroit on 


October 13 and 14. 








THE SIXTH ANNUAL CONFERENCE 


THE INSTITUTE OF INTERNAL AUDITORS 


THE TIME—October 13 and 14, 1947. 
THE PLACE—Hotel Statler, Detroit. 


Cuaries J. Guesquierr, General Chairman 


THE CONFERENCE THEME 
The overall objective of internal auditing is to assist management 
in achieving the most efficient administration of the operations of the 
organization. Based upon this concept, the Program Committee has 


selected for its convention theme: 


“Increasing the Usefulness of Internal Auditing to Management.” 


THE ORDER OF EVENTS 
SPECIAL MEETINGS 


A whole day, Sunday, October 12, will be devoted to the Chapter 
Activities and Directors’ meetings. This will give sufficient time 
for Directors and Chapter representatives to review past accom- 
plishments and discuss future plans for the growth of the work 
and membership of Tue INstrruTe. 


GENERAL SESSIONS 
MONDAY—October 13 
FORENOON—-BUSINESS MEETING 


Registration, exhibits, annual business meeting, with reports from 
Officers and Committees and the election of Officers and Directors 
for the 1947-1948 INstiruUTE year. 





NOON—LUNCHEON 


Get-acquainted luncheon for all members and guests. 


EVENING—RECEPTION AND ANNUAL DINNER 
The reception and cocktail party, which has previously been held 
on Sunday afternoon preceding the general Conference activities, 


° 10 


The Sixth Annual Conference i1 


will be held prior to the Annual Dinner. The ladies are invited 
to this function, where, as in the past, you may anticipate a pleas 
ant time and an opportunity for meeting other members on an 
informal and personal basis. 


The Annual Dinner will follow the cocktail party. Members and 
guests will be addressed by an outstanding speaker on a topic of 
current interest. We plan to arrange further entertainment dur- 
ing the evening. 

TUESDAY—October 14 
NOON—LUNCHEON 


The luncheon session will be addressed by one or more speakers 
on topics of interest to Internal Auditors. 


TECHNICAL SESSIONS 


EarLte H. CunnincHaAM, Chairman, Program Committee 
g 


There will be three half-day technical sessions with a subsidiary 
theme for each session as follows: 
MONDAY—October 13—Afternoon—ARTHUR J. E. CHILD, Chairman 


Recent Developments in Internal Auditing Theory and Practice 
(Three Papers) 


TUESDAY—October 14—Forenoon—EDWARD J. BARR, Chairman 


Reappraisal of the System of Internal Control 
(Three Papers) 


TUESDAY—October 14—Afternoon—GORDON G. CROWDER, Chairman 
Management Service 
(Two Papers and Two Case Studies) 


While arrangements have not been completed with all the speak 
ers who will appear on the program, the following have accepted 
the Committee’s invitation to present papers. 


Victor Z. Brink 
West. Flint & Co.—New York 
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EarLeE H. CUNNINGHAM 

General Motors Corporation — Detroit 
Dr. Grorce R. Huspanp 

Wayne University — Detroit 
Joun W. QuEENAN 

Haskins & Sells — New York 
Joun B. THurston 

John B. Thurston & Co. — New York 
Tuomas W. KimMERLY 

Burroughs Adding Machine Co. — Detroit 


SIXTH ANNUAL CONFERENCE 


Cuar.es J. Guesquiere, General Chairman 


CONFERENCE COMMITTEES 


PROGRAM 
EARLE H. CUNNINGHAM, Chairman 
VICTOR Z. BRINK 
ARTHUR J. E. CHILD 


Hore, ARRANGEMENTS 
HARRIS) 'R. SYMES, Chairman 


Horet Reservations 
JAMES M. CLELAND, Chairman 


RECEPTION 


BYERS BURLINGAME, Chairman 
REGISTRATION 

HARRY G. BOWLES, Chairman 
PuBLIcITy 

GEORGE W. HYATT, Chairman 


EXuIsITs 


FRANK J. COYKENDALL, Chairman 


Bupcet AND FINANCE 
CHARLES E. HAMILTON, Chairman 


A chairman from each Chapter will be appointed to assist mem- 


bers in making necessary arrangements to attend. 
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CONFERENCE NOTES 


Grorce W. Hyarr, Chairman 
Publicity Committee 


The Conference Committees headed by our able General Chair- 
man, Charlie Ghesquiere have devoted considerable time and thought 
to making this another worthwhile and enjoyable Conference. Your 
Program Committee under the leadership of Earle Cunningham has 
spared no effort to provide us with an array of speakers who will ad- 
dress us on subjects of interest to all. 

The Hotel Statler has been selected as headquarters for this year’s 
Conference due to its excellent accommodations for our meetings and 
the appointments of the individual rooms. 

The hotel is ideally located on Washington Boulevard and is con 
venient to the business, theatre and shopping districts. The Statler 
Terrace Dining Room and Lounge Bar are among the famous night 
spots of Detroit. 


Interesting and informative exhibits will be shown by prominent 
manufacturers of office equipment and business systems in conven- 
iently located display space adjacent to the Conference rooms. Among 
the companies so far represented are: Burroughs Adding Machine 
Company; Friden Calculating Machine Company; The National Cash 
Register Company; Remington Rand, Incorporated; and The McBee 
Company. 


The Reception Committee wishes your visit to Detroit to be a 
pleasant one, and assures us that information will be available regard 
ing shows and amusements, shopping and interesting trips. A partic 
ular welcome is extended to the wives and members and all other 
guests. 


Just a little reminder — make your hotel reservations now in 
case you have not already made them. Although a large block of room 
reservations has been secured at the Hotel Statler, a larger attendance 
at the Conference than has been estimated may make it necessary to 
obtain (or attempt to obtain) more rooms at the last minute. To facili 
tate arrangements for good accommodations, hotel reservation cards 
not yet mailed should be mailed as early as possible to the Hotel Reser 
vations Committee. 


‘*‘SEE YOU THERE!’’ 
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Edward H. Wylie 
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SAGINAW VALLEY CHAPTER 
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Neil Miller 
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STATEMENT OF THE 
RESPONSIBILITIES OF THE INTERNAL 
AUDITOR 


FOREWORD 


The attached Statement of the Responsibilities of the 
Internal Auditor was prepared by the Research Committee 
and approved by the Board of Directors at its meeting of 
July 15, 1947. In taking this action the Board was desirous 
of lending its full support and that of Ture Instrrute to the 
Statement. It was not intended, however, that the treatment 
of the various matters in the Statement was considered in any 
sense to be final or fixed. Rather it was recognized that the 
principles and concepts relating to internal auditing are evolv- 
ing constantly. The approval therefore represented essen- 
tially an endorsement of what the Board believes to be a fair 
and considered statement of the responsibilities of the internal 
auditor at its present stage of development. The Statement is 
therefore subject to such further modification in the future as 
may appear to be warranted in the light of new conditions 
and needs and through further development in the profes 
sional stature of the internal auditor. 


NATURE OF INTERNAL AUDITING 


NTERNAL AUDITING is the independent appraisal activity within 

an organization for the review of the accounting, financial, and 
other operations as a basis for protective and constructive service to 
management. It is a type of control which functions by measuring 
and evaluating the effectiveness of other types of control. It deals 
primarily with accounting and financial matters but it may also prop 
erly deal with matters of an operating nature. 


OBJECTIVES AND RELATED ACTIVITIES 
The overall objective of internal auditing is to assist management 
in achieving the most efficient administration of the operations of the 
organization. This total objective has two major phases, as follows: 


(1) The protection of the interests of the organization, including 


— 20 
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the pointing out of existing deficiencies to provide a basis for 
appropriate corrective action. 
The attainment of this objective involves such activities of the 


internal auditor as: 


a) Ascertaining the degree of reliability of accounting and 
statistical data developed within the organization. 


_— 


Ascertaining the extent to which company assets are 
properly accounted for and safeguarded from losses of 
all kinds. 

c) Ascertaining the extent of compliance with established 
policies, plans, and procedures 


2) The furtherance of the interests of the organization, including 
the recommendation of changes for the improvement of the 
various phases of the operations. 


The attainment of this objective involves such activities of the 
internal auditor as: 

a) Reviewing and appraising the policies and plans of the 
organization in the light of the related data and other 
evidence 

b) Reviewing and appraising the internal records and pro 
cedures of the organization in terms of their adequacy 
and effectiveness. 

c) Reviewing and appraising performance under the poli 
cies, plans and procedures. 


SCOPE OF AUTHORITY AND RESPONSIBILITY 


Internal auditing is a staff or advisory function rather than a 
line or operating function. Therefore the internal auditor dees noi 


exercise direct authority over other persons in the organization 


The internal auditor should be free to review and appraise poli 
cies, plans and procedures but his review and appraisal does not in any 
way relieve other persons in the organization of the primary responsi 
bilities assigned to them. 


INDEPENDENCE 


Independence is basic to the effectiveness of the internal auditing 














22 The Internal Auditor 


program. ‘This independence has two major aspects, as follows: s 





(1) The head of the internal auditing department should be made 
responsible to an officer of sufficient rank in the organization 
as will assure adequate consideration and action on the find- 
ings or recommendations. The organizational status of the 
internal auditor and the support accorded to him by manage 
ment are major determinants of the range and value of the 
services which management will obtain from the internal 
auditing function. 


Internal auditing should not include responsibilities for pro 


to 


cedures which are essentially a part of the regular operations 
of a complete and adequate accounting system or of a proper- 
ly organized operating department. In some instances man- 
agement may assign current operating responsibilities to the 
internal auditing department, but in such cases the execution 
of the current operating responsibilities should be performed 
by separate personnel and be subjected to the same review 
and appraisal as is accorded other operations. 





CHANGES OF ADDRESS 


Institute Members 


The Secretary’s office reports that there is a consider- 
able amount of returned mail for the reason that members 
have failed to advise that office currently of changes in 
address. 


All members are, therefore’, urged to advise the Secre- 
tary’s office promptly of any changes of address in order 
that all mail will properly reach them. 














THE FORM AND CONTENT OF THE 


INTERNAL AUDIT REPORT* 


By EARLE H. CUNNINGHAM 
GENERAL AUDITOR, GENERAL MOTORS CORPORATION 





Maz. CunNINGHAM, through his administrative contributions to Tur 
Instirute, Ais mumerous, outstanding addresses given at Chapter 
meetings and his articles which have been published in the Quarterly, 
is too well-known to require biographical note herein.—En. 











INTRODUCTION 


UCH skillful and constructive auditing is dissipated through poor 
report presentation. I do not know of any other phase of our 
work that needs improvement more than that of report: construction. 


If you were auditing cash receipts and discovered that the custo 
dian had engaged in manipulations, is it logical to suppose that a mere 
redesigning of the form of the cash records would be sufficient to cor 
rect this practice? 

Although you might do an excellent job improving the records, 
you probably would be far from correcting the defect that made pos 
sible the defalcation. You would have to get behind the physical as 
pects of the records to ferret out the weakness that made the system 
ineffective. 

If we have reasons to believe that our reports are not up to par, it 
probably will take more than a mere improvement in their physical 
structure to accomplish the perfection we are seeking to attain. 

I want to mention briefly a few of the principles upon which good 
report writing is based; and then treat specifically with Internal Audit 
Reports. 


REPORT FUNDAMENTALS 
First, what is a report? In general terms it is a communication 
of information or opinion, by the person who is responsible for the 
subject matter, to those addressed. 


*Paper given at the January, 1947 meeting of the Philadelphia Chapter. 
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Words are the tools by which such information is conveyed. Un- 
less we can skillfully use these tools, we cannot effectively communicate 
the ideas we want to convey. One needs to be well grounded in the 
fundamentals of rhetoric to write good composition. He also needs an 
extensive vocabulary and a rich store of synonyms — quality nouns, 
colorful adjectives and dynamic verbs. 

The most striking defect in the average professional man, is his 
inability to convey his thoughts, correctly, clearly, concisely, courte- 
ously, and with character to his composition. 

These are the five C’s of report writing: 

1. Correctness; 2. Clarity; 3. Conciseness; 4. Courtesy; 5. Char 
acter. 

Correctness means not only accuracy in respect to statements 
made, opinions expressed and data submitted, but also the manner in 
which this information is conveyed. The words and phrasing must 
conform to the rules of grammar and rhetoric, and the arrangement of 
comments, examples, schedules and exhibits must be in accord with ac 
cepted practice. 

The second “C” of report writing, Clarity, is not always clearly 
understood. Many, in their endeavor to make the point of their com 
ment clear, will ramble on paragraph after paragraph; and the more 
they write, the more involved they get. Finally, they wind up with a 
concluding paragraph that is introduced by some such statement as “in 
other words” to which they add a final statement by which they en- 
deavor to unscramble and clarify the excessive verbiage. 

The experienced report editor will take a page or two of such 
comments and reduce them to one or two short paragraphs, and per 
haps even to one or two sentences. 


Clarity does not imply “long-winded” elucidations. On the con- 
trary, brevity of the proper quality generally produces clarity. 

So we have Conciseness as the third “C” of report writing. This 
“C” acts as a balance wheel or governor to the second “C” of Clarity 
Conciseness does not mean brevity for the sake of brevity; or the omis- 
sion of any essential fact or information. It does, however, require 
the omission of anything and everything that is not of value, or nec 
essary to a correct and clear presentation of the information to be con 
veyed. 


The fourth “C” of report writing, Courtesy, is not difficult to 
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weave into report composition, if one will write his report in the same 
tenor he would use in talking to the person addressed with all affected 
people present. 

Because the nature of our work requires critical evaluations, we 
are apt to drift into the use of words and phrases of unnecessary sharp- 
ness or implications. If we will assume a sincere desire to be helpful 
and constructive, courteous composition will be a natural product. 


The fifth “C” of report writing, Character, requires that the phys- 
ical characteristics of the report such as the paper, covers, typing, bind- 
ing, et cetera, be appropriate to the purpose; that the contents of the 
report, such as comments, examples, schedules and exhibits be logically 
and skillfully arranged; and that the composition be dignified, courte 
ous, of an impersonal tone, and in accord with the standards of rhetoric. 


It is unfortunate, that when we reach maturity, many of us feel 
that grammar and rhetoric are subjects for high school and college 
students only. A review of a few well selected books on these subjects 
plus the study of a few good books on vocabulary building would do 
much to improve the quality of our report composition. 


It frequently happens that the real ability of a technical or pro 
fessional man remains unrecognized because the results of his effort 


and skill are poorly presented. 


How can a report writer effectively convey a set of facts from 
his mind to that of the reader if he does not know how to skillfully use 
the tools of thought, which are words? 


While a lot can be done to improve a report by renovating its 
physical structure, raising the quality of its composition will do more 
to increase its effectiveness than any other one factor. 


What is sometimes termed poor English in report writing, is mere- 
ly poor construction due to the writer not having a clear understanding 
of the material that he is trying to present. Unless the subject is en- 
tirely clear in the reporter’s mind he can hardly expect to present it in 
a clear manner to the reader. 


In contrast the auditor may be so familiar with his subject matter 
that he may fail to mention in his comments some essential particu- 
lars obvious to him but not to the reader. In addition, he may use 
words carrying wide and varied connotations, with the result that the 
reader may draw an entirely different conclusion than was intended. 
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We would do well to remember the words of Quintillian, that old 
Roman rhetorician, who, way back in 75 A.D. said, “One should so 
write that the reader not only may but must understand.” 

We should not only formulate our comments so that they can be 
understood, but in such a manner that they cannot be misunderstood. 
The report writer should always challenge the adequacy of his com- 
position from the reader’s point of view, by closing his mind to all 
detail knowledge that he may have pertaining to the subject, that is 
not fully expressed by the words and sentences used. 

As report writers, we must remember that the reader does not 
possess the same intimate knowledge of the subject that we have, and 
that it is our job to picture to him clearly, by the use of proper words, 
the thoughts we wish to convey. We should not force him to read be- 
tween the lines, or to hazard a guess as to what we mean. Our state- 
ments should be so clear and definite that there is no question of under- 
standing or interpretation. 

Words serve the report writer in much the same way that paints 
serve the artist; both are media for conveying ideas. The artist draws 
a picture by the use of paints, while the report writer draws a picture 
by the use of words. The artist who has a wide range of colorful paints 
and possesses skill in their use, produces a clear, impressive and con- 
structive product. Likewise, the report writer who has an extensive 
vocabulary of colorful and dynamic words and possesses skill in com- 
position, produces a clear, impressive and constructive report. 

In addition to being a good compositionist, we must also be a 
human relationist; tactful, diplomatic, considerate, and sensitive to in 
terpretations and reactions. 


While we can never withhold important truths, however un- 
pleasant they may be, we can, by careful and thoughtful phrasing, 
present them in as inoffensive a manner as is consistent with the facts. 

The very nature of the auditor’s work makes him a critic, and if 
he does not watch the style of his reporting, he is in danger of drifting 
into the use of phrases that carry much harsher connotations than 
intended. 


We should always scan our rough draft or report comments to 
weed out any words that in themselves arouse unpleasant suggestions. 
It is well to remember that any critical comment that affects the 


reader will be interpreted with far greater emphasis than the writer 
generally intends. 
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While there are many other fundamentals of good report writing 
that we could discuss with profit, I feel that you are principally inter- 
ested in a concrete treatment of the Interiual Audit Report. How 
ever, I would like to emphasize the importance of the five “C’s” of report 
writing and the general need for raising the quality of our composition, 
to the end that we may become better communicators and thus produce 
more effective reports. 


INTERNAL AUDIT REPORTS 


What is an Internal Audit Report? 


Answering this question by the use of general terms would be 
quite simple; however, we run into difficuliies when we endeavor to 
be specific and concrete. The reason for this is that the Internal Audit 
Report is not a uniform or standardized melium by which the auditor 
conveys, to those interested, the results of his examination. 


Speaking in general terms we might say that an “Internal Audit 
Report” is a communication from the Internal Auditor to his reporting 
authority in which he: 


1. Acknowledges his assignment; Z. States the scope of his exam 
ination; 3. Sets forth any limitations made or encountered; 4. Conveys 
his findings, opinions, conclusions aiid reccmmendations. 


The physical form of this communication, its detail or brevity, 
style of composition, et cetera, will vary with auditing objectives. 


For example; the Internal Auditor who is appointed to represent 
the stockholders or board of directors and reports solely to such author 
ity, would develop a report quite different in physical form, style of 
composition and volume of comments, from the type of report prepared 
by an Internal Auditor reporting directly to the Comptroller. The point 
I want to make is, that the form and content of reports will necessarily 
vary according to the purpose they serve. 


Top management is not generally interested in the details of ex 
ceptions to the same extent that an operating official would be. Even 
the interest of operating officials, such as the Comptroller, will vary 
with circumstances. 

The Internal Auditor functioning at the policing level would 
formulate a type of report quite different from the auditor operating at 
the management level. 
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It must be recognized that the scope of functions of Internal 
Auditors, the position they occupy in their respective company’s organ- 
ization, the degree of authority possessed, their primary and secondary 
objectives, reporting authority, and similar matters, vary to such a 
degree that we cannot formulate a standard of reporting that would 
be appropriate to each particular case. 

The trend of internal auditing during the past few years, partic- 
ularly since the organization of Tue Instirute, has been toward a 
higher level of practice. It is a generally accepted concept that the 
Internal Auditor is a management representative, and that the internal 
audit function is established principally to assure management that 
authorized procedures and practices are being properly followed, that 
adequate internal checks and controls prevail and are operating effec- 
tively, that the opinions and figures on which management bases its 
conclusions and actions are factual and reliable, and that the Internal 
Auditor will observe, survey, evaluate and report on any phase of 
operations that would be to the interest of management. 

Consequently, I will limit my remarks largely to a type of report 
that might be rendered by an Internal Auditor who is functioning as 
a true representative of management. 

I think it is safe to say that the majority of us are performing 
either “feature” audits or “entity” audits. 

The “feature” audit is generally employed when a single account- 
ing system encompasses the entire field of audit activity. 

When the audit program calls for the examination of several units 
having their own independent accounting systems, then “entity” audits 
are usually performed. 

When pursuing a feature audit program, it is customary for the 
auditor to render a formal report upon completion of each major fea- 
ture, or group of related features. 

The auditor who is making periodic examinations of operating 
units having independent accounting systems would render a report 
upon completion of his assignment covering all features for a specified 
period. 

If, under either method of auditing, the examiner should en 
counter any unusual or important matters requiring management's 
consideration, then an interim or memorandum report should be sub 
mitted promptly; such information should not be held for the regular 
or formal report. 
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TYPES OF REPORTS 


In respect to the physical form of reports, we find by investiga 
tion and observation that Internal Auditors make use of several ty pes, 
such as: 


1. Oral Reports; 2. Memorandum . Reports; 3. Letter Reports; 
+. Questionnaire Reports; 5. Informal Technical Reports; 6. Pro 
fessional Technical Reports. 


Oral Reports 
Because Oral Reports do not in themselves provide a record of the 
findings and opinions of the auditor, they do not constitute a satis 
factory method of communication. While there are cases where this 
method of reporting is employed, such as in very small organizations, 


it is more frequently used to supplemem some form of written report 


Memorandum Reports 

The Memorandum Report is generally used in those instances 
where the Internal Auditor works in very close association with his 
reporting authority. In such cases the Internal Auditor’s reporting 
authority will review and digest the report, and pass along to top man 
agement such information as in his opinion may be necessary or de 
sirable; however, his position is usually of such a standard that he has 
the required authority to clear ordinary and routine matters. 


This form of reporting is common when the auditing is of a cler 
ical or policing quality and the auditor functions as an assistant to 
someone who is responsible for maintaining satisfactory accounting 
standards. Such reports are generally rendered on inter-organization 
stationery or specially designed forms. 


Letter Reports 
While the Letter Report is considered of a little higher level than 
the Memorandum Report, it is of the informal type. It is generally 
rendered in multiple copies; the original to the auditor’s reporting 
authority and the other copies to those interested in his findings 


Its use is confined largely to the field of feature auditing, where 
short and frequent reports are rendered. However, it is also used to 
supplement the formal written report, particularly when the auditor 
finds it necessary to issue ar interim-report covering matters requiring 
prompt consideration by management. 
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Questionnaire Reports 

The Questionnaire type of report consists of a series of pertinent 
questions, arranged by audit features, that can be answered by “yes”’ 
or “no,” the insertion of check marks or other key characters, or by 
brief comments. 

Where the audit objective is of a policing nature, or where it is 
necessary or desirable that certain specific coverage be made, this form 
of report proves very satisfactory. 

Its principal advantage lies in the uniformity of coverage and in 
formation obtained; and the possibility of using less skilled examiners 
with the assurance that objectives will be accomplished. 


There are, however, some very distinct disadvantages and limita- 
tions involved in its use. It tends to encourage a formula or stereo- 
typed method of auditing; and stifles initiative and constructive think- 
ing. While it may not prove to be a desirable type of report for gen- 
eral use, the questionnaire may be utilized to advantage as a calendar 
or reminder in the audit of important and detailed features. 


Technical Reports 


While the frame-work of the Informal Technical Report and the 
Professional Technical Report is similar, the distinguishing difference 
lies in their qualitative characteristics. They differ chiefly in their 
physical structure, the quality of composition, the engineering skill 
that goes into the presentation of exhibits, schedules, and examples, 
the arrangement of subject matter, the treatment of management in- 
formation and recommendations, and their general effectiveness and 
worth to management. 


The Informal Technical Report is generally prepared on plain 
uniform paper and the pages stapled together to hold their sequence. 
When a cover is used, it probably will be heavy paper or plain cover 
stock. 

The style of composition is likely to be of the free and easy con- 
versational type that has not been subjected to editorial consideration. 


The order of comments undoubtedly follows some fixed pattern, 
such as the balance sheet and income statement classification. This 
type of report is apt to be the product of false philosophies of economy 
and a failure to fully appreciate the psychological value of a superior 
type of report. 
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It is a human characteristic to attach a low evaluation to a report 
which is cheaply and poorly prepared. It is also quite natural to rate 
the auditor’s knowledge and skill on a parity with the standard of his 
report. 

All of us are striving to increase our knowledge and technical 
skill, and endeavoring to acquaint management and the public with 
our worth. Improving the quality of our reports will do much to gain 
increased recognition. Improving the physical characteristics of re 
ports will give them a touch of professionalism that will reflect credit 
to the author. 


REPORT CHARACTERISTICS 


Too many auditors start writing their reports before they are fully 
prepared for that important task. Because they have written many 
reports before, they naturally have in their minds a rough outline of 
the form it should take. As they proceed, new ideas and thoughts 
come to mind with the result that their comments are not likely to be 
properly sequenced or in the most effective order. 


The experienced report writer will first outline his report struc 
ture, and think out roughly what he is going to say under each head 
ing. He will probably make many changes in the arrangement, make 
deletions and additions, and effect other changes until he is satisfied 
that the skeleton outline will enable him to properly control and de 
velop his comments in the most desirable manner. He must not only 
determine clearly what he has to say, but how he can say it effective 
ly. He must not overlook the fact that while a few words, or a sen 
tence or two, may clearly connote a condition to him, the reader will 
only comprehend that condition when it has been vividly portrayed. 
To accomplish this it may be necessary, and frequently it is desirable, 
to amplify a written statement by an appropriate example or illustra 
tion. This often can be made more impressive by indenting the ex 
ample, or schedule, or by presenting it as a schedule or as an exhibit 
in the back of the report. 


If we would just keep foremost in our minds that report writing is 
a process of communicating information, opinions and recommenda 
tions, and not an assignment in journalism, I feel that the task would 
be much easier. 


Another subject that I should like to mention is the tendency 
some auditors have to recite in more or less detail their audit steps or 
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procedure. I have seen reports in which 75% or more of the com- 
ments represented statements of audit routine. Some auditors seem 
to feel that in order to justify the time spent on an assignment they 
must produce a certain number of pages of comments; and when they 
do not have enough exceptions to satisfy their requirements they re- 
sort to telling all the things they did, and how they did them. 

Except in certain types of auditing, management is not interested 
in how the auditor performs his examination. The mere fact that he 
is a skilled technician carries the implication that he knows what to 
do and how to do it; consequently, management is only interested in 
the auditor’s findings, opinions and recommendations. Furthermore, 
most executives are too busy to spend a lot of time reading non-essen- 
tials. 


The general plan of the audit report should be about as follows: 


1. The report should be addressed to the auditor’s immediate 
superior or his reporting authority. 


~ 


2. The opening paragraph should acknowledge the assignment, 
and state the period covered. When the report contains 
schedules and exhibits as an appendix, they should be tabu 
lated immediately following the introductory paragraph. 


5. The next step is to state under a “Scope of Audit” heading, 
the general coverage made with any necessary qualifications. 


+. Presentation, in proper sequence, of the auditor’s findings, 
opinions and recommendations, under appropriate headings 
and sub-headings. 


EXHIBITS AND SCHEDULES 


Any paragraph that treats with an exhibit or schedule submitted 
as an appendix to the report, or any particular items appearing there 
on, should be clearly referenced to such appendix. This may be done 
by including the reference in the body of the paragraph or by placing 
the letter or number of such exhibits and schedules in parentheses at 
the end of the sentence or paragraph. 


The statements submitted as appendix material fall into two gen 
eral classes: (a) those which to a large extent are independent of 
others and are termed exhibits; (b) and those which are subordinate to 
or support the exhibits and which are designated as schedules. Ex 
hibits are generally indexed with capital letters, whereas schedules 
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usually carry a designating number. When schedules support some 
particular item appearing on the exhibit, they should be cross-refer 
enced. 


While exhibits and schedules are a summarization of some partic- 
ular data, their main objective is the same as the written comments of 
the report. They are submitted for the purpose of communicating in- 
formation. This being true, we should not force our data into some 
standard form of exhibit or schedule, but create a statement that will 
picturize the facts clearly, and be informative to the reader. Some- 
times it will prove helpful to the reader to key particular or important 
items to a foot-note that briefly explains them. 


SCOPE PARAGRAPH 


The body of the report should not carry any recitation of audit 
procedure, except when necessary to clearly present the auditor’s find 
ings and recommendations to the reader. To the extent that it is prac 
ticable to do so, the scope of the examination should be clearly set forth 
in the “scope paragraph.” The auditor should also set forth in this 
paragraph any qualifications necessary for his protection, or to which 
the reader is entitled to be advised. 


It frequently happens, because of the time involved or the lack of 
man-power, that the auditor will waive a feature or cover it by a lim 
ited test. Or he may be denied access to certain records necessary to 
his verification, or encounter some other problem that does not permit 
a full and satisfactory audit. In cases of this kind, the reader is en 
titled to know the obstacles encountered, and furthermore the auditor 
should protect his examination by a proper qualification. 


The auditor being a professional technician will be held respon 
sible for a proper coverage of his assignment, and failure to mention 
a specific feature in his scope clause will in no way release him from 
responsibility for a proper examination of that feature, unless he has 
qualified that feature in the scope paragraph. Inventories and plant 
accounts are good examples of items that frequently require qualifi 
cations. The auditor might not have sufficient staff to take a physical 
inventory in verification of the book records, although he might be 
able to audit all additions and reliefs for the period. In such an in 
stance he should qualify the feature by stating that he did not prove 
the book balance against a physical inventory. 
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AUDIT COMMENTS 
While I do not believe we would have much difficulty in agreeing 
on the general frame-work of an audit report, or the several other 
details that I have mentioned, I feel we would have considerable dif- 
ference of cpinion in respect to the order in which the examiner should 
present his findings, express his opinions, and state his recommenda- 
tions. 


In a way, this is as it should be, for if we could reduce this im- 
portant task to a unanimous viewpoint, then all reports would be of 
the same general pattern; they would become stereotyped and lose 
their effectiveness. 


It seems to me that about all we can say in respect to the order 
of presentation, is that the examiner’s comments should not follow a 
fixed order but should be arranged in a manner that provides proper 
report balance, and presents to the reader the various subjects in the 
order of their importance. 


In those cases where copies of the audit report are distributed to 
several busy executives, it may happen that some of them will not find 
immediate time to give the report a complete reading, in which case 
they are likely to give it a quick perusal in an endeavor to spot any 
thing of particular interest; or it may be that they will start to read the 
report but are interrupted and will put it aside with the intention of 
picking it up later. In many cases this later reading will not mater 
ialize. 

The use of informative headings and sub-headings will help the 
executive in his preliminary scanning of the report to spot subjects of 
particular interest, and by presenting the more important items in the 
early part of the report, we will at least get that part of our message 
to the attention of the executive who starts to read the report and then 
because of interruption is obliged to lay it aside. 


Another idea that has considerable merit, when the report is 
lengthy and contains a substantial volume of comments, is to insert 
a summary paragraph or resume of important matters, immediately 
following the scope paragraph. 

In many cases the auditor can condense into this summary para 
graph all the information that top management may need, whereas 
operating executives after getting a “bird’s-eye” view of the matters at 
issue, can read on to pick up the details. 


‘¢ 
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The scope paragraph and the resumé paragraph can be made 
very useful agencies if properly developed and presented. 


Another matter of major importance is the weight of support for 
report comments. Frequently the auditor will find himself “out on a 
limb” as the result of some comment that he is unable to substantiate, 
or prove to the satisfaction of the challenger. Whenever the auditor is 
obliged to go on the defensive in respect to some weak comment, faith 
in the report as a whole is dissipated. 


We, therefore, should review each comment prepared, and chal 
lenge the adequacy of our support and the general tenor of our state 
ment. It is better to understate a condition than to over-emphasize it. 
In my opinion, it is better to leave unsaid something that should have 
been stated than to comment upon something that should not have 
been presented. 


We should strive to acquire that reputation and respect for our 
reports that merit the remark, “If it is in the audit report it must be 
so.” 





NOTE: A limited number of prior issues of The Internal 
Auditor are available at $1. a copy. Order 
through Brock and Wallston, Publishers. 
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INTRODUCTION 


DVERTISING, today, is a major industry of America—a 150 
billion dollar industry according to one of the leading magazines. 
If the economic winds start blowing favorably again, the year 1947 
may be the biggest year ever known to magazine, newspaper and bill- 
board impresarios and all the other segments of the advertising in 
dustry. The total advertising bill will be nearly three billion dollars, 
or about $21.00 for every man, woman and child in this country. 
Most firms have advertising budgets, and many firms spend mil- 
lions of dollars annually in pursuading people to buy its goods and 
services. While some auditors may not encounter this feature in their 
particular work, the subject is of such import that all internal auditors 
should be acquainted with it. They may have to face it on short notice 
some day. 
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resented at the November, 1946 meeting of the Detroit Chapter. 
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RELATIONS BETWEEN ADVERTISING AGENCIES 
AND ADVERTISERS 


One important thing to consider is the relationship between 
agencies and their clients, and the terms and conditions under which 
agencies deliver their services to clients. While agencies’ terms and 
conditions are generally similar, it is important that the internal aud 
itor be familiar with the arrangements that exist between his parti 
ular firm and the agency that serves it. 


To illustrate what the terms and conditions generally include, | 
will give you the arrangements under which a large agency in New 
York City engages to serve its clients. 

In not a single instance is the relationship prevailing between this 
Agency and its clients sustained by a formal contract. It is the 
Agency’s intention to associate itself with clients of such character as 
to make the conventional compact unnecessary. For the security of 
its relationship, it relies upon its own good work and the clients’ ap 
preciation of it. When it is deemed desirable to discontinue the re 
lationship, the Agency expects the same consideration on the clients’ 
part as it, itself, willingly gives. 


The only notice that is required to engage the Agency’s services 
is the acceptance by the client of the terms and conditions. Such a 
ceptance may be made by letter, memorandum or any similar written 
acknowledgment that the terms and conditions as given are satisfac 
tory. These terms and conditions are as follows 


TERMS AND CONDITIONS 


Every account placed in the Agency’s hands, and under its direc 
tion, is placed with the understanding that the Agency is to receive 
from it a minimum gross revenue of $15;000. in each year. Where 
the amount of advertising expenditures in any year returns a gross 
compensation less than this amount, the Agency will bill the client the 
difference between the minimum figure and the revenue earned during 
that year 


All space contracted for in magazines and other publications, ex 
cept newspapers, is billed to the client at publishers’ regular rates, and 
publishers’ cash discounts credited to the Agency are allowed to clients 


when invoices rendered are paid on or before the dates indicated 
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All space contracted for in newspapers is billed to the client at 
publishers’ regular rates; and one per cent cash discount is allowed to 
clients when invoices rendered are paid on or before the dates indi- 
cated. 


All space contracted for in such publications as do not allow the 
standard agency compensation is billed to the client at net cost to the 
Agency plus 15%; and publishers’ cash discounts credited the Agency 
are allowed to clients when invoices rendered are paid on or before the 
dates indicated. 


Should the client not use the total space he has authorized the 
Agency to contract for with publishers, thus causing a higher rate 
than he has been billed, the Agency bills the client for the difference 
between the rate contracted for and the rate earned on space used. 


All other-than-publication advertising — such as booklets folders, 
catalogues, broadsides and so on — prepared wholly or in part by the 
Agency, is billed to the client at cost to the Agency plus 15%. 


All radio time or service purchased is billed to the client at regular 
chain or station rates, and any cash discounts credited to the Agency 
are allowed to the client when invoices rendered are paid on or before 
the dates indicated. Charges for talent are billed to the client at net 
cost to the Agency plus 15%. 


All service rendered by the news publicity department is billed 
to the client on a basis agreed upon by the client and the Agency be- 
fore the work is undertaken. 


All investigational, research and survey work conducted by the 
Agency in the interest of the client, and that does not directly bear 
upon the production of the client’s advertising, is billed to the client at 
cost to the Agency, an estimate of this cost to be agreed upon by the 
client and the Agency before such work is undertaken. 


All bulletin and poster showings contracted for through the 
Agency are billed to the client at regular bulletin and poster rates. 

All illustrations, typesetting, printing, lithography, engraving, 
electros, matrices, stereotypes or other mechanical work, are billed to 
the client at cost to the Agency plus 15%. 

All mail and express charges in forwarding plates and matrices to 
publications are billed to the client at actual cost. 


Either the client or the Agency may discontinue the relationship, 
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but only on ninety days’ written notice to the other. The relationship 
shall not be considered terminated until the expiration of such ninety 
day period, during which the Agency shall, so far as possible, complete 
all service undertaken for the client; it shall be entitled to compensa 
tion for such service and, at the established rates, for any advertising 
placed on behalf of the client, whether or not through the Agency. 

For all space used, the Agency renders bills monthly; such bills 
being subject to cash discount as indicated on invoices, and in any 
event are payable within 30 days from date without discount. Mater 
ial bills are rendered throughout the month as the different operations 
are completed, and are subject to payment within 15 days from date 
without discount. 

It is a part of the Agency’s policy to give the client free access 
to any records or entries that in any way may properly concern him 
Every book, bill, paper or order in the Agency’s office, which pertains 
to a client’s business, is subject to his inspection at any time. 

Internal Auditors should be fully aware of this last provision; and 
when it is deemed desirable, they should not hesitate to visit the 
Agency’s offices to make necessary verifications. 


STANDARDS OF THE AMERICAN ASSOCIATION 
OF ADVERTISING AGENCIES 


In addition to the agencies’ terms and conditions, I have obtained 
some information from the American Association of Advertising Agen 
cies (whose headquarters are in New York City) which I believe may 
be of interest. 

The Association’s Agency Service Standards include the follow 
ing: 

Advertising the advantages of a product or service is based upon: 

1. A study of the product or service in order to determine the ad 

vantages and disadvantages inherent in the product itself, and 
in its relation to competition. 


to 


An analysis of the present and potential market for which the 

product or service is adapted. 

3. A knowledge of the factors of distribution and sales and their 
methods of operation. 

4. And a knowledge of all the available media and means which 

can profitably be used. 
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Based on the study, analysis and knowledge as just explained, 
recommendations are made to the client, and the following pro 
cedure is observed: 


Formulation of a definite plan of advertising. 

Execution of this plan; which includes: 

(a) Writing, designing, illustrating of advertisements, or other 
appropriate forms of the message. 

(b) Contracting for the space or other means of advertising. 

(c) The proper incorporation of the message in mechanical 
form and forwarding it with proper instructions for the 
fulfillment of the contract. 

(d) Checking and verifying of insertions, display or other 
means used. 

e) The billing, auditing, and paying for the service, space and 
preparation. 


The Association’s Standards of Professional Practice generally 
cover the following: 


With respect to Advertising Copy, the Association deems it un 
sound and unprofessional for the advertising agency to prepare or 
handle any advertising of an untruthful or indecent character. In a 
code jointly adopted by the American Association of Advertising Agen 
cies and the Association of National Advertisers, the use of the follow 
ing copy practices were disapproved: 


False statements or misleading exaggerations. 

Indirect misrepresentation of a product, or service, through 
distortion of details, or of their true perspective, either editor 
ially or pictorially. 

Statements or suggest ms offensive to public decency. 
Statements which tend to undermine an industry by attribut 
ing to its products, generally, faults and weaknesses true only 
of a few. 

Price claims that are misleading. 

Pseudoscientific advertising, including claims insufficiently 
supported by accepted authority, or that distort the true mean 
ing or practicable application of a statement made by profes 
sional or scientific authority. 

Testimonials which do not reflect the real choice of a competent 
witness. 
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I believe the Association means well in regard to the foregoing. 
but it seems that advertising men let their enthusiasm and imagination 
run away with them at times. 


With respect to compensation, the Association feels that the adver 
tising agency should retain the full amount of compensation granted 
by media owners without direct or indirect rebating. It is considered 
as rebating to supply materials for advertising on any basis that can be 
considered as direct, indirect or secret rebating. It is also considered 
as rebating to place men in the service of the advertiser at the Agency’s 
expense; to assume all or part of the salary of any employee of the 
advertiser; or to pay any fee or compensation to any one connected 
directly or indirectly with the advertiser, for obtaining or holding an 
account. It is also considered as rebating to agree to allow cash dis 
counts not earned. 


The Association believes that the advertising agency should not 
take from any third party a profit, discount or commission other than 
the regular agency compensation allowed by media owners, unless dis- 
closed. 


The Association feels it is unsound and uneconomical to offer 
extension of credit or banking service as an inducement in solicitation. 
Two fundamental principles on which the client-agency-medium fi 
nancial relationship is based are (1) that the advertising agency shall 
finance its own service, but not the advertising of its clients, and (2) 
that the advertising agency is held by media as solely liable for pay 
ment. Therefore, it is essential for the agency to collect from its clients 
in time to pay media. 


These are the basic principles on which the agency business has 
been conducted for many years, and are a part of the basic understand 
ing agencies have with advertising media. It is at present and always 
has been the custom of the agencies to collect from clients in time to 
pay media. 


Since the agencies are solely liable to media, who cannot look to 
the advertisers if the agencies are unable to pay their bills, media have 
full right to insist that agencies minimize their credit risk by refusing 
to extend credit to clients. 


The leading media associations take a very strong position on this 
point; and they would sharply criticize any agencies which do not 
collect from clients in time to pay media bills. 
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The reason for this policy is that if agencies were required to find 
enough capital to finance their clients’ advertising, it would have made 
it impossible for the large majority of agency people to have entered 
into the agency business. The field would not have been open to all 
having the necessary ability, but would have been limited to the few 
individuals having both the ability and large financial resources. 


In establishing and maintaining the agency structure, publishers 
at the start, and all media at the present time aim to attract to the 
agency business, people with high creative talent and advertising 
ability. It has been their purpose to avoid anything which would close 
the field to people of ability. 


Another reason why agencies cannot finance clients’ advertising 
is that advertising is not a commodity which can be pledged to secure a 
loan. 


VERIFICATION OF ADVERTISING AGENCIES’ 
BILLINGS — GENERAL 


After the internal auditor has bcome familiar with the Agency’s 
terms and conditions, the relationship existing between the agency and 
the client, and the problems in general relating to the advertising job, 
he should make a survey to determine whether an effective verifica- 
tion is being made of the advertising agency’s billings. 

You are all familiar with the internal controls that are set up and 
the safeguards taken in connection with the purchases and receipts of 
materials. I believe it is equally important to determine that the com 
pany receives full value for the funds it expends for advertising. 

Broadly speaking, the points to consider in verifying advertising 
agencies’ billings are as follows: 

1. That advertisements have been actually inserted in newspapers, 

magazines or other media. 

2. That radio programs have been broadcast by the stations for 

which billing has been received. 

5. That the rates charged for advertisements in various media, 
and for radio programs are correct. 

4. That the billings for preparatory and mechanical work are 
reasonable. 


5. That cash discounts allowed by publishers and agencies’ sup- 
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pliers of preparatory and mechanical work are passed on to the 
client. 

6. That the due dates on agencies’ invoices to clients, for pub 
lication advertising space, coincide approximately with the 
dates agencies’ payments are due the publishers. 

In general, an advertising schedule is usually prepared by the 
agency in collaboration with the client’s Advertising Department. The 
schedule sets forth the names of publications to be used, dates of in 
sertions, cost of space in each publication, cash discounts allowed by 
publications, et cetera. An agreement is signed by the advertiser in 
dicating his approval of the schedule and authorizing the agency to 
contract for space in the publications. 


The space rates set forth in the schedule may be verified by refer 
ring to the “Standard Rate and Data Service,” a publication listing pub 
lishers advertising rates and terms. The advertising department should 
make this verification prior to approval of the schedule. The agencies’ 
invoices covering advertising space should be checked to the schedule 
for amount, cash discount allowed, date of insertion, et cetera; the 
items checked should be marked “paid” on the schedule, to preclude 
the possibility of duplicate payment. 


Involved in the audit steps I have outlined are some unusual fea 
tures with which internal auditors should be familiar. 


VERIFICATION OF INSERTIONS OF 
ADVERTISEMENTS IN MEDIA 


The insertion of advertisements in newspapers can be verified 
without any difficulty. Agencies generally bill clients for newspaper 
advertising in the month following insertion of ads. Therefore, in 
practically all instances, “tear sheets” should be available and should 
accompany agencies’ invoices to clients. 

The verification of insertions of advertisements in magazines gen- 
erally cannot be accomplished by means of “tear sheets.” I mentioned 
previously that it is the agencies’ practice to collect from clients in time 
to pay media. Because magazine publishers require payment for ad 
vertising space during the month in which the advertising runs, and 
because it is necessary for the agencies to collect from clients on or 
shortly before the date on which they have to pay publishers, clients 
in many cases pay agencies’ invoices prior to the publication of maga 
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zines. Obviously, in such cases magazine “tear sheets” are not avail- 
able, and cannot be attached to the agencies’ invoices. 

When a magazine ad covers a full page or is in color, there is 
no reference on the page to the name of the publication or the date of 
issue. If such a page is detached from the magazine, it is not a proof 
of insertion and it cannot be determined whether the position of the ad 
in the magazine is the position stipulated by the advertiser. 

For these reasons, it has been found impracticable to use magazine 
“tear sheets” to verify the propriety of agencies’ invoices. 

To overcome the objections mentioned, the practice was adopted 
of having magazine publishers send copies of all issues of magazines 
to advertisers whose ad appears therein. 

After the advertiser has examined the magazine for insertion of 
his ad, a notation to that effect should be made on the advertising 
schedule, to which I referred earlier, so that all insertions may be 
accounted for. 

Attention should be given to the position of the ad in magazines 
and newspapers, to be sure that it is the position stipulated. 

While discussing the Agency’s Service Standards, I mentioned 
that it is a customary practice of advertising agencies to check and ver- 
ify insertions, display or other means used to advertise. Agencies are 
set up to do this work. 

Some clients rely entirely on their agencies to verify insertion of 
ads in media and perhaps this procedure is satisfactory to them. How- 
ever, in order to protect the interests of the company and to insure that 
it receives full value for the funds it expends for advertising, I believe 
that it is essential for advertisers to verify agencies’ bills with respect 
to insertions, rates, cash discounts, et cetera. 

The suggestions | have made for the verification of insertions of 
ads in media will involve very little additional effort on the part of the 
advertiser. And I believe that advertising departments, having ar- 
ranged with agencies for advertising, should follow through and de- 
termine that the arrangements they have made have been carried out 
as stipulated. 


VERIFICATION OF BROADCAST OF RADIO PROGRAMS 
A schedule covering the radio programs is generally prepared by 
the agency in collaboration with the company’s advertising depart- 
ment. This schedule lists the radio stations carrying the programs, 
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dates of broadcast, rates per station for radio time, cost of talent and 
other expenses incidental to the program. The client signs an agree 
ment indicating his approval of the schedule. 


It is the practice of radio stations to issue affidavits to attest to the 
broadcast of radio programs. The agency’s invoices to clients should 
be supported by affidavits. Where the programs are carried by a 
national chain such as the National Broadcasting Company, Inc., the 
agency should attach to its invoices to clients copies of N.B.C. invoices 
to the agency. 

When the broadcast of a radio program is interrupted by mechan 
ical difficulties or other reasons, a credit for radio time is allowed by 
the station for the period of interruption. 


The affidavits should be scrutinized and checked to the agency’s 
invoice to be sure that charges are not made for stations not carrying 
the program and for the time involved in interruptions to the program. 

After verifying agency’s invoices, the items should be marked 


“paid” on the schedule, to preclude the possibility of duplicate pay 
ment. 


VERIFICATION OF MEDIA SPACE RATES 
AND RADIO TIME 


I have already mentioned briefly the use of the Standard Rate 
and Data Service, and the Bureau of Advertising, American News 
paper Publishers Association for verifying space rates. 

The Standard Rate and Data Service is issued monthly and in 
cludes four sections as follows: 

1. Magazines, Farm Papers and Transportation Advertising 

2. Newspapers. 

3. Business Papers. 


4. Radio Stations. 


This service furnishes information such as location of media. 
space and radio time rates, cash discount allowed, date payment is due 
publishers, circulation, and other pertinent data 


The total space to be used or number of insertions scheduled by 
the advertiser is generally covered by an order or contract with the 
publisher. 
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The advertiser should determine that he receives the benefit of the 
minimum rates applicable to the total space used or the number of in- 
sertions in every publication in which his advertisements appear. He 
should give particular attention to this point when he exceeds the 
amount of space or number of insertions called for in the contract. 


Smaller firms that place all of their advertising through one 
agency can easily determine the minimum rate applicable to the space 
used in each publication. Even large firms advertising a variety of 
products through one agency should have no difficulty in determining 
the minimum rate applicable to the total number of insertions or total 
space used for all of its products in each publication in which its ad- 
vertisements appear. 


However, large firms having Subsidiary and Affiliated companies 
that advertise their products through a number of different agencies 
must set up a special procedure to obtain the minimum space rates 
applicable to its total advertising in each publication; this would in 
clude all advertising placed by the different agencies serving the firm. 


In such cases, the firms generally secure the minimum rate for the 
total space used by all of its Subsidiary and Affiliated companies in 
each publication, by means of Publication Space Contracts. These 
contracts are between the firm and the publishers, and generally cover 
a period of one year. The publishers agree to credit the firm or issue 
a refund in case the total space used or number of insertions placed 
with the publishers by the firm and its Subsidiary and Affiliated com- 
panies is sufficient to earn a lower rate than has been paid by any of 
its Subsidiary and Affiliated companies. 


It is necessary for these firms to set up records to accumulate the 
total space used against each contract by every one of its Subsidiary 
and Affiliated companies, and handled by all the agencies serving the 
firm. 


VERIFICATION OF BILLINGS FOR PREPARATORY WORK 


Preparatory work, such as engraving, typography, art work, et 
cetera, are generally ordered by the agency, and it is assumed that the 
agency secures such items at a reasonable price. The agency rebills 
these items to the client at cost plus the usual agency charge of 15%. 
Copies of the agency’s suppliers’ invoices should be attached to the 
Agency’s invoices to client. 
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The advertiser should compare agency’s billing with copies of 
the suppliers’ invoices. It is the practice of agencies to pass on to clients 
cash discounts allowed by the suppliers. These invoices should be 
approved by some one in the firm’s advertising department who is 
familiar with the cost of preparatory work, to be sure that prices are 
reasonable. 


It is also a good idea to post such items to work orders or other 
records pertaining to the various advertising jobs, to make sure that a 
duplicate billing is not received. 


VERIFICATION OF CASH DISCOUNTS 
ALLOWED BY PUBLISHERS 


The agencies earn 15% commission on the amount billed to thei 
clients. Magazine publishers generally allow a 2% cash discount on 
the net amount billed to the agencies which is 85% of the amount 
agencies bill to their clients. Therefore the discount amounts to 1.7% 
of the amount paid by the advertiser. The calculation of the discount 
may be verified by a comptometer operator. When checking agencies’ 
invoices to the advertising schedule, it should be observed that cash 


discounts allowed by publishers are passed on to clients. 


VERIFICATION OF DUE DATES ON AGENCIES’ 
INVOICES FOR MEDIA SPACE 


| have already mentioned the subject of due dates on agencies’ 
invoices to clients for publication space, and that it is the custom of 
agencies to collect from clients in time to pay media. You have ob 
served that agencies and media feel very strongly on the matter of ex 
tending credit or banking service to clients as an inducement in ob 
taining business. Agencies feel that they should finance their own 
service, but not the advertising of their clients. 


By the same token, clients should not finance the agencies’ oper 
ations by paying for advertising space substantially in advance of the 
date agencies’ payments are due to publishers. I have checked the in 
voices of a number of large agencies and found that due dates on their 
invoices were reasonably close to the dates agencies’ payments were 
due to publishers. 


However, I believe that this is a point worthy of consideration in 
your audit of expenditures for advertising. 
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CONCLUSION 


Since the company’s advertising department concludes the ar 
rangements for advertising with the agency, and is in possession of the 
advertising schedule, rates, dates of insertions, et cetera, it should gen 
erally be that department’s responsibility to verify the propriety of the 
agency's billings. The verification should include the various points 
that I outlined in connection with verifying the agency’s invoices. 


The internal auditor should make a survey of the advertising 
department's procedures to determine that a satisfactory verification is 
being performed. Periodically, he should make test checks to deter 
mine that consideration is being given to the necessary audit features. 

Two brief examples where such a procedure has proved effective 


are as follows: 


1. The first case was cited in the June 1945 issue of “The Internal 
Auditor” and concerned a large distillery group whose news- 
paper advertising amounted to several million dollars annually. 
Several successive audit reports indicated that the audit of 
newspaper advertising lineage, conducted on a test basis, was 
insufficient to determine whether the lineage contracted for 
was exceeded, or whether the sliding scale discounts available 
from newspapers were obtained. 


The internal auditor went to work on this problem. The re 
sult was that approximately $50,000 in refunds were ob- 
tained, over an eighteen-month period, which were not called 
to the company’s attention by the newspapers or advertising 
agencies. Apparently the reason for this was that several ad- 
vertising agencies were used, and neither the agencies nor the 
newspapers had complete information on the total lineage cov 
ering all the various brands of the company. 


~ 


2. The second case concerned an eastern manufacturer. Due to 
the manpower shortage during the war, this firm placed a 
large volume of “help wanted” advertisements in daily and 
weekly newspapers. The ads were handled by a small agency 
specializing in this type of work. The firm’s employment de- 
partment phoned the particulars of the advertisements to the 
agency, who, in turn, handled the details with the newspapers. 
For this work, the agency received the usual 15% commission, 
l.e., newspapers bilied the agency at gross rates less 15%. The 
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agency did not furnish newspaper “tear sheets” in support of 
its invoices@o the firm. 


The agency’s bills were sent to the employment department 
where they were “spot checked.” approved and returned to the 
accounting department for payment. 


Due to the rising volume of advertising, the internal audit 
department decided to make a substantial examination of the 
agency's invoices. Because of the lack of “tear sheets,”’ it was 
necessary for the auditor to visit the newspapers’ offices. It 
soon became evident that the agency had been overcharging 
the firm for the following reasons 


a) The agency included in its billings a 5% service charge 


which was contrary to the customary practice in the trade 


(b) The agency charged advertising rates in excess of the 


published rates of the newspapers. 


(c) The agency charged for advertisements which were not in 


serted on the dates listed in the agency’s invoices 


d) The agency charged for advertisements in newspapers 


which were not in existence. 


e) The agency charged for lineage in excess of lineage billed 


the agency by newspapers. 


In this manner, the agency overcharged this firm approximately 
$29,000.00 during a period of less than one year. No loss was sus 
tained by the firm because the internal auditor took prompt action 
Early in the audit, when it became apparent that the agency’s charges 
were irregular, payments of $31,000.00 due the agency were withheld 
pending completion of the examination. 


I believe it is evident that the internal auditor can be of great sel 
vice to his organization if he attacks the problem of auditing advertis 
ing expenditures analytically and with a knowledge of the problems 


involved. 








A RECENT DEFALCATION 
° 
T has been suggested by some of our members that they would like 
to be more fully informed as to the details of various defalcations, 
particularly those which receive widespread publicity. It is with this 
in mind that we plan to describe, from time to time, certain defalca- 
tions which are of interest either because of the wide publicity they 
have received or because of some characteristic that is particularly dis- 
tinctive. 

Our thought is that we may all well pause for a moment to con- 
sider what happened to someone else in relation to our own situation. 
A defalcation is something that no one expects until it comes — we like 
to think that it is something that has always happened to someone else 
and will never happen to us. 

Our presentation will in all cases be entirely factual and descrip 
live, as we have no intention of drawing conclusions or morals in the 


manner of an Aesop’s fable. 


The description which follows covers the background and the facts 
in the defalcation at the Bayonne Model Shop, which was operated as a 
sub-unit of the Kearny Manufacturing Plant of the Western Electric 
Company. With pleas of guilty and consequent sentencing of all 
defendants, these facts are a matter of public record. 


THE BACKGROUND 


In considering this defalcation, one must bear in mind the beck 
ground of a business completely converted from normal peacetime 
operation to wartime production of new and different equipment by 
any means that would produce the necessary material in the shortest 
possible time. 

The shop involved was a small model shop, remote from the unit 
to which it reported. The personnel consisted of a small nucleus of 
experienced employees, with the remaining organization assembled to 
meet war requirements. As various parts and equipment were re- 
quired, a multitude of small orders were placed by the supervising 
plant to a point that they far exceeded the capacity of the model shop. 
Consequently, work was given out to various subcontractors. 

Because of these conditions, many of the customary checks and 
balances were not effective. To expedite the placing of orders, the 
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model shop was authorized to order direct and was restricted only : 

to the allowable rate per hour. The small size of the orders and the 
specialized nature of the work nullified many of the controls custom 
arily maintained. Contributing factors were: 


Instead of separate responsibility for purchase and receipt of 
material and services, a single group of individuals would per- 
form both functions. 


The work involved processing material furnished by the 
model shop. When completed, it was difficult to determine by 
inspection, whether the time charged for had been spent. 


Orders on a price-per-hour basis are ordinarily issued only 
in exceptional cases because of the difficulty of maintaining con 
trols. Pressure of production resulted in an undesirable extension 
of the use of these orders at the model shop. 


THE DEFALCATION 


The defalcation was effected through collusion between certain 
key employees within the company and certain subcontractors who 
regularly performed work assigned to them by these key employees. 


The company employees who were mainly responsible for the 
fraud were analysis engineers who were responsible for sub-design and 
specification of parts and equipment. Upon completion of design, the 
number of hours required for production would be estimated. 


The arrangement of the company with the subcontractors pro 
vided that work performed would be charged for at an agreed-upon 
rate per hour up to the number of hours estimated for completion of 
the work. As is evident, the key to the defalcation was in the estimates 
of required hours. 


Hours originally estimated would be radically increased in the 
work assigned to subcontractors. For example, a job estimated for 
100 hours would be sent out with an estimate of 300 hours. The sub 
contractors would then bill the company for approximately 300 hours 
and the charge would be approved and paid as being in line with the 
original estimate. 

Six company employees and twelve outside subcontractors were 
involved. The overcharges were divided between them periodically, 
so that all shared in the manipulation and the proceeds 
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One of the very interesting factors in this defalcation is the size of 
the orders. Practically all of those shown to be fraudulent were under 
$1000 and the total fraudulent orders amounted to but a small frac- 
tion of the total business. 


During the late summer and fall of 1946 there were several indi- 
cations that irregularities existed in the Model Shop. The defalcation 
was finally revealed through a study made by the accounting organiza- 
tion with a view to tightening the control of the orders placed by the 
Model Shop. As is the case in the majority of defalcations, the first re- 
ports were that the amount was much less than the final figure, which 
was approximately $1,000,000. 


The mechanism of the defalcation was simple and definite proof 
of guilt was established. All of the defendants admitted their guilt. 


There was never a good knife made of bad steel. 


Benjamin Franklin 


CYCLE? 


When the first atomic bomb exploded in New Mexico, the desert 
sand turned to fused green glass. 


This fact, according to the magazine “Free World,” has given cer- 
tain archaeologists a turn. They have been digging in the ancient Eu- 
phrates Valley and have uncovered a layor of agrarian culture 8,000 
years old, and a layer of herdsman culture much older, and a still older 
caveman culture. Recently they reached another layer . . . of fused 
green glass. 


Think it over. brother. 


This Week 
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RESEARCH COMMITTEE ACTIVITIES 


By VICTOR Z. BRINK 


Ist Vice President and Chairman of the Research Committee 


‘HE Research Committee has been concerned primarily during the 
last few months with bringing to a conclusion its first project of 
developing a statement of the responsibilities of the internal auditor 
for release by Tue Instirute. Comments were received from the 
Chapter Presidents based cn discussions in some cases at full Chapter 
meetings and in other cases through review by the Chapter Board of 
Governors. These comments were carefully reviewed and considered 
by the Research Committe and a number of drafts were prepared and 
studied during the months of May, June, and July. The final draft 
was presented and accepted by the Board of Directors at its meeting 
on July 15th and is being presented in another section of this issue of 
the Internal Auditor. 


The committee is now turning its attention to the development of a 
volume which will contain individual chapters outlining the internal 
control and internal auditing problems which are of special signifi 
cance in the different major industries. It has been necessary for 
Alan Lauckner, because of his health, to withdraw as chairman of the 
special sub-committee to handle this project. The plan now, however, 
is to divide up the chapters between the individual members of the 
committee and thus to allocate the work which will be involved in 
dealing with the chairmen who have been or will be selected to develop 
the chapters for the individual industries. The objective on this pro 
ject is to bring it to a conclusion by the close of the forthcoming fiscal 
year. 

In general, each chapter of this volume will deal with a different 
industry and will describe the physical or operating factors which 
create the problems of internal control which are peculiar to that in 
dustry. With the special internal control problems thus identified, 
there will be outlined the major ways in which the accounting and 
operating procedures are developed to meet these problems. Finally 
the chapter will deal with the effect of all of the foregoing on the work 
of the internal auditor. 


The further work of the Research Committee will be to deal with 
phases of internal auditing and the work of the internal auditor which 
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need supplementary study and treatment beyond the general conclu- 
sions expressed in the Statement of Responsibilities of the Internal 
Auditor. It may well be that the basic Statement can thus be supple- 
mented by additional statements or bulletins which will go further and 
which will deal in a more definite and specific manner with particular 
phases of the work of the internal auditor. In this way the present 
statement can be interpreted and extended and made a more useful 
guide to internal auditors. It will also provide a way in which the 
Statement can be modified as our further experience and thinking 
make it appear that such changes are desirable. The Research Com- 
mittee will welcome suggestions as to the types of problems which 
should first be given attention. 


Man is not a machine, that will do so much and no more; he is 
not an animal, whose powers may reach thus far and no further. It is 
mind, not muscle, which is the great agent of production. The physi- 
cal power evolved in the human frame is one of the weakest of forces, 
but for the human intelligence the resistless current of nature flow, 
and matter becomes plastic to the human will. 


—Henry George 


Price is what you pay for what you get — but value is what you 
get for what you pay. 
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By A. L. SIMPSON, Chairman 


The Chicago Chapter recently completed a survey of 
their members covering Payroll policies and procedure. 
The results are published for the benefit of other mem 
bers. 


Companies 
Reporting 
1. Are paychecks made payable 
“i Sk gg RNR basstele. in sumutaia 50 
“EO BORE T cecsccss bsixcellidmaskabsla 


2. Do you require a receipt for paycheck other than 
endorsement? 
Yes 2 
No , 28 
5. (a) Do you deliver paychecks on company time? 
Yes eed 28 
PS caseateehess siisitlcpons onalcbebulcatanaaebaeaeiaeapeansaen 2 
9 (b) Are paychecks delivered by regular pay distributors? 
AR al aE oe EE el i OE 19 
Spano ipahchsidapiicintiantenlincepliattrepinbipniiabieiaiidaiveiis ae: 


(c) Are pay distributors connected with timekeeping and 
payroll computations? 


, ee scbiesiesidedlaiuions 10 

ee ae i 16 
(d) Are pay distributors rotated? 

RSS Rae saci Sorbet 9 

ee Fe a 20 


4. What for:a of identification is required before delivery of 
paycheck ? 
| RSE eee ansehen . 20 
Foreman eee aaa an + 
I OE re ind cealnitebebanes + 
Authorized signature ................ 1 
Clock Number .......... eidabbendendeetbushtenceaiates 1 
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What is frequency of payments? 


Hourly payroll Reporting 
Weekly . Pi Sete ee ENR Ie 
Bi-weekly _........... nee A LEER Sa SATS, ee & 


Semi-monthly 
Salary payroll 


Weekly 5 
Bi-weekly a 1 
Semi-monthly ... eenianenenainigeaiiian. ae 
Weekly and semi-monthly . 4 


What is approximate company time allowed for cashing 
paychecks at bank or cashiers? 
en canada con ee 
) 


15-20 minutes 


How many days elapse between end of weekly and bi 
weekly paychecks and pay days? 


Two saslosniavlahika veunolinasiissonionten set asserts 4 
Three to five . me 4 
Four to five Sees eee ae 10 
Six 00 seven ............ ede is iatiietes ne 4 


What types of payroll deductions are made covering weekly 
and bi-weekly periods? (19 companies reporting. ) 


Federal Statutory deductions. ...................... 19 
Group insurance ee ponies 16 
Hospital insurance pean sili 14 
Union dues Dae ie bh Brae (iagadsinineneigniae: ae 
Bond purchases ... cpdiaiesietniaptinicatainaes | 
Pension and retirement plans siiseeniaidie 5 
Red Cross or Community Fund . 5 


When pay periods and monthly accounting periods do not 
coincide, how are payroll accruals and accounting distribu 
tion for remainder of month determined? 


Estimated ssi nas ae 
Computed from time and labor tickets 6 
Partially estimated caine ieee Oa 
Accounted for in following month 2 


How often are time or attendance and distribution reports 
submitted ? 


Jee CP ee Seaman 


UII. isisécsihaienintinesictoviomsttteiheriiinicieemnadipiiitoitaintien 6 


SEI? | sovsinssthichiesteneilpicuitieerointipnstvitaatabiaaai 


Companies 


© 0 





ARTICLES OF INTEREST 


9 TO INTERNAL AUDITORS 


JOHN F. BRADY, Chairman of “Digest of Other Publications Committee” 


directs attention to the following articles of interest: 


Subject: A Tax Program for A Solvent America 1947 
Published by the Committee on Postwar Tax Policy, February, 1947. 


This is a supplemental report to one that was published in Septem 
ber, 1945 on the basis of a study made during the War against a 
background of the uncertainty and confusion that then existed. It 
takes into consideration conditions that obtained directly after th: 
War and is written in clearer perspective, for that reason. It is 
vital to a proper understanding of our physical needs and the 
formulation of sound tax policies. and is excellent reading for thos 
conversant with the problems of top management 


Subject: Cost Reduction 
By: Thomas D. Foy, Supervisor of Cost Reduction, Apparatus Division, 
General Electric Co., Schenectady, N. Y. 


Published in the N. A. C. A. Bulletin, Section One, May 1947 


In this timely paper. Mr. Foy places the responsibility for cost r« 


9 duction on every phase of business and then proceeds in a very 
practical way to explain ways and means that can be employed to 
accomplish this objective. The following, among other topics, are 

covered: 


(1) The Present Situation 

2) Where are Excessive Costs? 

3) Whose Job Is Cost Reduction? 
+ 


(4) Organization for Cost Reduction 


Subject: Trends In Cost Control Practice 
By: Committee on Research of the National Association of Cost Ac- 
counts 
Published in the N. A. C. A. Bulletin, Section Three, March 15, 19 


> 


The Committee on Research, under the Chairmanship of Clinton 
W. Bennett, instituted a study of “Trends in Cost Control Practice” 
which resulted in this comprehensive and very enlightening report 
The report is presented in three parts, as indicated, and the wealth 
of information it contains should serve to aid management in re 
vitalizing and improving cost control activities for the days ahead 

1) Cost Control Prior to the War 

2) Effect of the War on Cost Control Methods 

3) The Return to Cost Control 
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Subject: The Reserve Problem 
By: Thomas H. Sanders, Ph.D., Professor of Accounting, Harvard ¢ » 


Graduate School of Business Administration 





Published in The Journal of Accountancy, April, 1947. 


Professor Sanders comments at length, in this paper on the reserve 
problem with particular reference to his observations on Account 
ing Research Bulletin No. 26. Among other aspects of this prob 
lem, the author covers the following: 


(1) A Conflict of Principles 

(2) Present Conditions Increase Business Responsibilities 
(3) Statements of Securities and Exchange Commission 
(4) War Reserves and Business Prudence 


Subject: Published Financial Statements of Banks 
By: Daniel Borth,Jr. 
Published in The Accounting Review, July, 1947. 


On the basis of an examination of “Statements of Condition” pub 
lished by twenty-five representative Chicago Banks as of December 
31, 1946, the author contends that there is a vital need of more 
illuminating reports, especially in the light of the public-interest 
aspects of the banking imstitution. This study forcefully serves to 
strengthen the urgent demands for clarity in all reports, including 
those of industrial organizations, and presents a challenge to all 
engaged in one way or another with their preparation. 





Subject: What the Public Thinks About Financial Statements 
By: Staff of The Journal of Accountancy 


Published in The Journal of Accountancy, June, 1947. 


This paper was written in the light of an exhaustive survey made 
by the Controllership Foundation and reveals wide mistrust of 
financial statements, erroneous ideas of profit and confusion over 
the language in which business reports facts to the public. These 
findings present a serious challenge to management and the ac 
counting profession as a whole. 


Subject: A Message From The Bank Fraud Prevention Committee 
Published in the National Auditgram, May, 1947. 


The Bank Fraud Committee was appointed by the National 
Association of Bank Auditors and Comptrollers to provide a forum 
for discussion to disseminate information and to promote sugges- 
tions and recommendations on every aspect of loss prevention and 
detection. The results of this study offer valuable suggestions and 
material to all organizations, and their personnel, in coping with 
these problems and particularly defalcations such as those recently 
disclosed. 
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Subject: Management's Role in the Prevention or Detection of Employee 
Frauds 

By: J. S. Seidman, C. P. A. 
Published in The New York Certified Public Accountant, June, 1947 


Mr. Seidman states that employee frauds and internal control are 
staunch enemies, that internal control rests with management, and 
that the annual tribute paid by industry to employee frauds is 
approximately $400,000,000. After citing specific cases, he makes 
the striking statement that the absence of adequate internal con 
trol is the foundation upon which all these frauds was made pos 


sible. 


Subject: Accounting and Industrial Peace 


By: Victor Z. Brink, C. P. A., Associate of West, Flint & Co. 
Published in The Journal of Accountancy, May, |947 


Mr. Brink, one of the founders of Tue Instirure and an author 
ity on Internal Auditing Techniques, indicates that the accountant. 
because of his education and experience, has a responsibility to 
assist both in equitable adjustment of labor disputes and intelligent 
reporting of financial information to employees. All aspects of 
this probem are discussed, as are the internal accounting principles 
and procedures involved in this extended concept of accounting as 
an aid to management 


i] Subject: Market Research and That Unfilled Orders Backlog 
By: David E. Faville, Professor of Marketing at Stanford University’s 
Graduate School of Business 


Published in The Controller, May, 1947 


Professor Faville observes that the business that relies cn market 
research to keep abreast of the customer’s point of view will b 
able to keep on top of the heap as the backlog of orders fades 
away. The paper is quite refreshing as it tends to suggest the 
forward steps that can be taken in the successful operation of busi 
ness by those especially interested in management problem 


We recommend the July issue of The Controller to the attention 
of our readers. There is a leading editorial on the position of 
the internal auditor in the organization; an article on “The In 
ternal Auditing Staff” by Arthur Kent, a director of Tue Insti 
rutTe and former president of our San Francisco Chapter; and the 
results of a questionnaire on “Duties of the Internal Auditor” by 
the Committee on Technical Information and Research of the Con 
trollers Institute 











NATIONAL ORGANIZATION NOTES 


By BRADFORD CADMUS, Managing Director 


OUR ORGANIZATION GROWS 


WO of the Chapters anticipated in Gordon Crowder’s article in our 

June issue became reality soon after that issue reached our mem- 
bers. 

On June 5, a group of 10 members met in Louisville for the organ- 
ization of Chapter 17 of Tue Instrrure. The following officers were 


elected: 


President H. D. Woodcock 
Vice President H. O. Hincks 
Treasurer vessseeeee ML. W. Silvey 
Secretary ; ... B. J. Horstman 
Governor W. N. White 


On June 26, 13 members met in Tulsa and completed the organ 
ization of Chapter 18, with election of the following officers: 


President Neil Miller 
Vice President ............000...... C. J. Senger 
Treasurer Saas Se 
Secretary —a_ = SC 
Governor ... J. W. Schoonmaker 


The congratulations and thanks of Tue Instirure are due H. D. 
Woodcock, the temporary chairman in Louisville, and E. K. Holbert 
and Neil Miller, the temporary chairmen in Tulsa, and to those who 
worked with them to reach the point of Chapter formation. Particular 
assistance was given by Elmer Larson of the Chicago Chapter at Louis- 
ville, and Glenn Bodman at Tulsa. 


PROSPECTIVE CHAPTERS 


Under the leadership of W. S. Connelly as temporary chairman, 
our Rochester members arranged a meeting on May 8 of twenty-four 
representatives of the leading businesses of Rochester and vicinity, at 
which we told them something of Tue INstrruTeE and its work. From 
this, there has come a number of additional memberships — and a 
Rochester Chapter is anticipated by fall. 
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In the latter part of May, a luncheon meeting with five or our 
members in Washington was arranged by George Lee of the Potomac 
Electric Power Company and O’Ferrell Estes of Capital Airlines. Gor 
don Crowder was on from Chicago and at the meeting. “Andy” Mel 
lon was elected temporary chairman to work with our members in 
the Baltimore-Washington area toward the formation of a Chapter 
there. 


Just before going to press, we were informed of a meeting of ow 
membership in the Milwaukee area which was arranged by one of our 
newer members, D. E. Dooley, of Wisconsin Electric Power Company 
This meeting was attended by five members of our Chicago Chapter, 
which is assisting in the formation work at Milwaukee 


In recent months, the work of J. R. Robinson in England and 
Roberto Millar in Havana has resulted in a number of applications 
bringing these locations near to the requirement for Chapter status 


CHAPTER VISITS 


With the suspension of Chapter meetings in most locations during 
the summer months, we have visited but two Chapters since we last 
wrote. On May 6, we attended the final meeting of the New York 
Chapter for the season. The program was one of our favorite type, a 
panel discussion, with Vic Brink as discussion leader. The topic was 
“Auditing for Management Control,” and the panel members were 
Freeman Davis, Joseph Schofeld and John Thurston. This was a re¢ 
ord meeting for the New York Chapter, with 144 in attendance. A 
far cry from the meetings which we first attended some five years ago 


We later in the month attended the final meeting of the New 
England Chapter at which Albert E. Carpenter, of the United Fruit 
Company, and one of our members, described the accounting and 
auditing of steamship operations. This is a specialized field which Mr 
Carpenter covered in most interesting fashion. 


CURRENT ACTIVITIES 


As a wind-up of the course on Internal Auditing which was given 
by Vic Brink at Columbia University this spring, a dinner meeting 
was held with the guest speakers who participated in the course. The 
purpose of the meeting was to review the course and to lay plans for 
its continuance. The reaction to the course was excellent on the part 
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of both students and participants, and the course will be continued and 


amplified. € 
J 


We were very glad to receive from W. L. Alstrin, of the Chicago 
Chapter, a sumamary of programs presented at various Chapter meetings 





arranged according to subject classification. We are planning to in- 
corporate a summary of this in the Chapter Manual on which we are 
now working. Pending the Manual, we sent the copies which were 
provided to the various Chapters, as they will be invaluable material to 
program chairmen in the development of Chapter meeting programs. 

The Fifth Annual Conference papers were issued to our member- 
ship in June, under the title “Internal Auditing — A Post-War Re 
appraisal.” As we look over our copy, it appears to us that, while the 
volume is small, it gives in a few pages a well-rounded post-war look 
at the objectives and the functions of internal auditing and internal 
auditors. 

It has been decided to set the price of the clothbound volume at 
$2.00 rather than at $2.50 as stated in the June issue. Notation of the 
volume and our other publications will be found on the back cover. 

We do not have many visitors in the office, so that they are doubly 
welcome when they do come. Among our callers from more distant 
points since we last wrote have been Glenn Bodman of Ponca City—or 
should we say the Tulsa Chapter — Earle Cunningham of Detroit and a 
Arthur Kent of San Francisco. 





SUMMARY OF CHAPTER NEWS 


NEW CHAPTER OFFICERS 


All Chapters elected officers and governors for the forthcoming 
year at Chapter meetings in May and June. These are listed in an- 
other section of this issue. In addition, pictures of the new Chapter 
Presidents are shown — just so you will know them when you see them 
in Detroit. 


CHICAGO — by W. A. McKnicur 
Mr. E. W. Burbott, Vice President and Comptroller, A. B. Dick 
Company, addressed the May meeting on “What Management Ex 
pects of The Internal Auditor.” Mr. Burbott considers internal audit- 
ing an integral part of the Comproller’s control mechanism. The 





National Organization Notes 63 


specialized skills of the Internal Auditor are necessary to properly diag- 
nose and prescribe for the economic health of modern enterprise. 

The governors and newly elected officers met in July and August 
to appoint committees and plan the activities of the 1947-1948 Chapter 
year. As a part of our long range plan, our Educational Committee's 
program includes the preparation of a series of sixteen lectures to be 
given by members of the Chicago Chapter to the associates of the Chap 
ter membership, beginning in October and ending in May. Other 
activities include the early development of a program of speakers for 
the entire year, of broadening the membership through the addition of 
new members from concerns that are not now represented, and by the 
encouragement of Junior memberships, and of making plans for par 
ticipation in the Sixth Annual Conference. 


The first meeting of members for the ensuing year will be held on 
Tuesday, September 16, at the Bismarck Hotel. 


LOS ANGELES by Apert A. Rorison 


In May, Chapter President Bill Lehmann talked on the subject, 
“Examination of Activities Relating to Ordering and Purchasing Mater 
ials,”’ discussing internal auait problems connected with all phases of 
material procurement from the determination of requirements to de 
livery follow-up. 

At the June meeting, S. U. Samek, Cost and Budget Administrator 
of Consolidated-Vultee Aircraft Corporation described his theories on 
the responsibility of the internal auditor in connection with budgets 
and cost control, under the subect “Auditing for Profits... Much lively 
discussion was the result. 


LOUISVILLE by T. E. Graves 


Louisville, Kentucky has now joined the growing list of Chapters, 
with a present roster of twelve members and with good prospects for 
substantially increasing this number in the near future. 


Frequent luncheon meetings are being held during the summer 
to perfect our organization and prepare for the new year. Monthly 
dinner meetings are planned, being tentatively scheduled for the second 
Wednesday in each month, at 6:15 p.m., in the Seelbach Hotel, Louis 
ville, beginning September 10th and continuing through next May. It 
is intended to conduct most of these meetings on a study group basis for 
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the purpose of discussing subjects of interest to the members. 
We extend a cordial welcome to any member of any other Chapter 
who happens to be in Louisville on the night of our meeting, to join us. 


MONTREAL — by Kennetru W. ATKINSON 
At the annual meeting on May 29, Mr. J. A. Desrochers, Director 
of Finance, National Breweries Ltd., and a governor of the Chapter, 
talked on “Forecasting of Business Cycles.” 


PHILADELPHIA — by James M. Apxrns, Jr. 


The May meeting, which was the last one of the season, was ad- 
dressed by Arthur Hald, the National President, on the subject “Audit 
of Fixed Assets.” Mr. Hald also mentioned briefly his recent special 
assignment in connection with the analysis of the current Federal 
Government budget. 


SAN FRANCISCO — by H. E. Carmicuaer 

We were fortunate in having as the speaker for our May, 1947 
meeting, Mr. Forrest Tancer, Manager, Industrial Department of Su- 
tro & Company, who formerly was connected with the Securities and 
i:xchange Commission. Mr. Tancer gave a talk on “Industrial Growth 
in California and Problems of Particular Interest to Accountants.” 
Mr. Tancer’s experience made him well qualified to speak on these 
subjects. 

Our June meeting was on the 24th at which the National Associa- 
tion of Cost Accountants was host to the San Francisco Society of Certi- 
fied Public Accountants, the San Francisco Control of Controllers In- 
stitute of America, and ourselves. A very interesting and instructive 
paper on “Trends in Reports to Stockholders” was presented by N 
Loyall McLaren, General Partner of McLaren, Goode and Company. 

For our July meeting, Mr. John T. S. Byrne, of the United States 
Steel Corporation, conducted a round table discussion on “Current 
Trends in Internal Auditing Programs.” The field to be covered 
proved to be so large and the interest aroused, so great, that it was de 
cided to carry over the discussion into our August meeting. 


TORONTO — by F. Attan Dovuctas 
The meeting celebrating the Third Anniversary of the founding 
of the Toronto Chapter was held on April 21. Victor Brink, introduced 
by Art Child, was the speaker on the subject “Current Trends in In- 


ternal Auditing Programs.” He described the continuing evolution of 








€ 
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internal auditing from the standpoints of auditing technique and ser- 
vice to management. Guests of the evening were Prof. Taylor of the 
University of Western Ontario, Professors Buck and Hennessey of the 
University of Toronto, Mr. Glover of the Institute of Chartered Ac 
countants of Ontario, Mr. Fresley of the Eastern School of Commerce 
and Reg Uden, President of the Montreal Chapter. 


The final meeting of the season was held on May 30, with Art 
Child talking on the subject, “Review and Forecast.” Evidence is that 
the forthcoming year will be most interesting. 


DETROIT CHAPTER by James ALEXIs 


The regular meeting of April 22, 1947 was addressed by a Chap 
ter member, Mr. Frank J. Coykendall, General Auditor of the Hudson 
Motor Car Company, on the subject “Auditing of Sales Branches for 
Management.” This topic “hit the jackpot” in stimulating one of our 
most interesting discussion periods. 


The last meeting for the current season was held May 27, 1947. 
The Chairman of Inspectors of Election reported the results of the bal 
loting for new officers and governors for the fiscal year 1947 - 48. The 


election was followed by a panel discussion dealing with “Audit of 


Construction Costs.” Mr. Edward J. Barr. as Chairman. and Messrs 
B. W. Hunt, A. L. Simpson, G. W. Clements, and C. I. Chevalier com 
prised the panel. The panel members presented brief papers dealing 


with the various aspects of the subject and then entertained questions 
from the members and guests. The discussion was lively and inform 
ative. 

The Chapter experienced a healthy growth during the year with a 
wider diversification of businesses represented in the membership. The 
various papers delivered at the meetings were very well received by the 
members and in several cases were of sufficient general interest to be 
published in The Internal Auditor. Our retiring President, Earle H 
Cunningham, was much in demand by other organizations, as well as 
by Tue Insrirurr. He addressed the Rochester Control of the Con 
troller’s Institute, The National Association of Cost Accountants’ Con 
vention at Chicago, The Saginaw Valley Chapter of Tue Instirute at 
Flint, Michigan, and the Regional Conference of Tue INstiruTe, spon 
sored by the Chicago Chapter at Chicago. The general progress of the 
Chapter under Earle’s leadership was indeed gratifying. 


“SEE YOU AT THE SIXTH ANNUAL CONFERENCE IN 
OCTOBER.” 
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MIAMI — by James Traney 


The following officers for the current fiscal year were elected at 
the June meeting: Elmer Radloff, President; Ted Loos, Vice Presi 
dent; Hal Davis, Treasurer; Bill Brockerman, Secretary; A. R. Hen 
drix, Chairman Admissions Committee; Ted Loos, Chairman Activities 
Committee; and Jim Trahey, Chairman Editorial Committee. 


The July meeting was one of the most interesting held by the 
Chapter thus far. Mr. Weaver, local manager of the Social Security 
Administration, gave some very interesting and instructive information 
concerning social security regulations. 


The following resolution was adopted at the last meeting: 


1. That A. J. E. Child, of the Toronto Chapter be commended for 
his thinking expressed in a communique of June 16, 1947, rela 
tive to misuse of the word “Audit.” 


to 


That all members of the Miami Chapter immediately start 
action to prevent the flagrant misuse of the word “Audit” 
wherever they find it out of place. 


». That recommendation be made through the medium of The In 
ternal Auditor for all Chapters to start the same action.* 


PITTSBURGH by W. H. Lippi 


Our May meeting consisted largely of discussion of a preliminary 
draft submitted by the Research Committee of a Statement outlining 
the functions and responsibilities of the internal auditor. The need for 
such an outline of functions and responsibilities was evidenced by the 
many thought-provoking criticisms brought out, all of which should 
have a tendency to crystalize our thinking as to aims of the internal 
auditor. All points were carefully analyzed and a summary of the 
group decisions was referred back to the Research Committee. 


The annual election of officers for the 1947-48 year was held at 
the May meeting. 


An organization meeting of the new officers and governors was 
held July 14th. Committee Chairmen were selected for the ensuing 
year and various matters pertaining to Chapter activities were discussed. 
It is contemplated to circularize the membership with a view toward 


determining the wishes of the majority relative to types of programs, 


*This communique will be published in the December issue of the Quarterly.—-Ep. 





¢ 
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meeting times, etc. The Annual Conference to be held in Detroit in 
3 October was discussed and we believe Pittsburgh Chapter will be well 
represented. 


TWIN CITIES — by K. N. Herianp 


The program for the year will be built around informal talks and 
panel discussions by members of our Chapter. Our primary objective 
is to get acquainted with the organization, basic procedures, and in 
ternal auditing problems of the companies represented in the Chapter, 
and we have ample talent to accomplish a well-rounded program for 
the first year without calling on sources outside of our own fold. We 
are looking forward to an interesting and educational year. 


WHAT OUR READERS THINK 


54 Rue De Clichy, Paris 
le 20/6 1947 
9 The Internal Auditor. 
Dear Sirs: 

We should be highly glad to receive regularly your well known 
review as the questions which are treated therein are precisely the 
same in which we are ourselves interested. 

At the same time we should have great pleasure to let you have 


in exchange our own publications (LE Commerce and L’Organisa 
tion. ) 


Awaiting the favor of your kind good news, we beg to remain, 
Dear Sirs 


Very truly yours, 


(Signed) G. CoMMESNIL 
Directeur-Editeur 
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Chicago 
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Dayton 
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Louisville 


Miami 
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New York 
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lelphia 


Pittsburgh 


Presidents 
WALLACE L. ALSTRIN 
628 Brier Street 
Kenilworth, Illinois 


HAROLD O. SCHROEDER 
1228 W. Boulevard 
Cleveland, Ohio 


R. M. GARDNER 
Inland Mfg. Div., GMC 
2727 Inland Avenue 
Dayton, Ohio 


BYERS BURLINGAME 
Packard Motor Car Company 
1580 E. Grand Boulevard 
Detroit 32, Michigan 


ALBERT A. RORISON 
1610 W. 204th Street 
Torrance. California 


HORACE D. WOODCOCK 
2543 Kings Highway 
Louisville. Kentucky 


ELMER H. RADLOFF 
Wometco Circuit 
306 N. Miami Avenue 
Miami 31, Florida 


R. A. TAYLOR 

Sun Life Assurance Co 
Dominion Square 
Montreal 2, Canada 


HAROLD A. ELDREDGI 
Gillette Safety Razor Co 

15 West First Street 

South Boston. Massachusetts 


JOSEPH E. GLASS 
Guaranty Trust Compan) 
140 Broadway 

New York 15, New York 


JAMES P. MILLER, JR 
$201 ( eda I ane 
Drexel Hill. Penna 


JOSEPH M. TRANT 
545 Wm. Penn Place 
Pittsburgh 19, Penna 


CHAPTER DIRECTORY 





Secretaries 


WM. A. McKNIGHT 
7131 Bennett Avenue 
Chicago 49, Illinois 


ELMER J. NORST 
American Steel & Wire Co 
Rockefeller Building 
Cleveland 13, Ohio 


V. E. KINZIG 

Dayton Power & Light Co 
25 North Main Street 
Dayton, Ohio 


DAN H. BUTLER 

Packard Motor Car Company 
1580 E. Grand Boulevard 
Detroit 32, Michigan 


FRANCIS J. O'BRIEN 
Southern Calif. Gas Co. 
Box 3249 Terminal Annex 
Los Angeles 54, Calif 


B. J. HORSTMAN 
-99 James Road 
Louisville 6, Kentucky 


WILLIAM BROCKERMANN wv 
National Airlines, Inc. 

3240 N. W. 27th Avenue 

Miami 37, Florida 





J. W. HERBERT MAXWELL 
Canadian Industrial Alcohol Co. Lid 
P. O. Box 308 Station “B” 
Montreal, Canada 


JOHN H. LOGUE 
20 Lawton Street 
Ayer, Massachuseits 


FREEMAN H. DAVIS 
American Home Products Corp’n 
22 E. 40th Street 

New York 16. New York 


CURTIS H. SMACK, SR 
604 Sharp Avenue 
Glenolden, Penna 


WILLIAM M. HALL 
Edgewater Steel Compan 
P. O. Box 478 

Pittsburgh 30, Penna 
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CHAPTER DIRECTORY (Cont'd) 


Presidents 
EDWARD H. WYLIE 
Palace Corporation 
P. O. Box 58 Hemphill Road 
Flint, Michigan 


HENRY B. DAVIDSON 
American Trust Company 
164 California Street 

San Francisco 20, California 


ADOLF E. SCHURICHT 
Banner Iron Works 

4560 Shaw Avenue 

St. Louis 10, Missouri 


GEORGE APPLETON 
Toronto Hydro-Electric 
14 Carlton Street 
Toronto, Canada 


System 


NEIL MILLER 

Dowell. Incorporated 

Rm. 513, Kennedy Building 
Tulsa 3. Oklahoma 


HARRIGAN 
General Mills. Inc 
400 Second Avenue South 
Minneapolis 1. Minnesota 


Secretaries 


HUBBARD WAALER 
710 Hubbard Avenue 
Flint 4, Michigan 


T. FRANK McCLUSKEY 
The Borden Company 

1325 Potrero Avenue 

San Francisco 19, California 


GILBERT McDONALD 
Ralston Purina Company 
835 S. 8th Street 

St. Louis, Missouri 


ROBERT H. WOOD 
Lever Brothers, Ltd 
299 Eastern Avenue 
Toronto. Canada 


E. K. HOLBERT 

Tide Water Associated Oil Co 
Thompson Building 

Tulsa 1. Oklahoma 


K. N. HETLAND 

Gamble Scogmo, Inc 
{5 North 8th Street 
Minneapolis 3, Minn 








PUBLISHER'S NOTE 


Type forms from which The Internal Auditor is 
printed are held for thirty days. 


may order reprints in pamphlet form at nominal 


cost. 
Brock 


Conn. 


Wallston, 39 


and 


May we suggest that inquiries be addressed to 


Atlantic 


Authors of articles 


St.. Stamford, 














Chapter 


CHICAGO 
CLEVELAND 
DayTON 
Detroit 

Los ANGELES 
LOUISVILLE 
Mi1aM1 
MonTREAL 
New ENGLAND 


New York 


PHILADELPHIA 
PITTSBURGH 
SAGINAW VALLEY 
SAN FRANCISCO 
Sr. Louts 
Toronto 

TULSA 


a el . s 
Twin Ciries 


Meeting Date 


Third Tuesday 
Fourth Wednesday 
Fourth Monday 
Fourth Tuesday 


Second Tuesday 


Second Wednesday 


Second Tuesday 
Fourth Monday 
Third Tuesday 


Sept. 25th 
Nov. 20th 


Second Monday 
Second Friday 
Third Tuesday 
Second Wednesday 
Second Thursday 


Last Friday 


‘Second Thursday 


Third Wednesday 
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CHAPTER MEETING DATES AND PLACES 


HE following list of meeting dates and places has been compiled 
for the benefit of itinerant members of Tue InstrrurTe. 


Meeting Place 


Bismarck Hotel 

Hollenden Hotel 

To be announced 
Wardell-Sheraton Hotel 
Los Angeles Athletic Club 
Seelbach Hotel 

Towers Hotel 

To be announced 


Hotel Vendome 
Hotel Martinique 


Engineers Club 

Fort Pitt Hotel 

To be announced 
Alexander Hamilton Hote] 
To be announced 

Royal York Hotel 

To be announced 


Curtis Hotel 






























OFFICERS AND DIRECTORS 


of 
THE INSTITUTE OF INTERNAL AUDITORS, INC. 
FOR THE FISCAL YEAR ENDING SEPTEMBER 30, 1947 


OFFICERS 


President: ARTHUR E. HALD 
Consolidated Edison Company of New York, Inc 
ist Vice President: VICTOR Z. BRINK 
West, Flint & Co. 
2nd Vice President: HARRIS R. SYMES 
The Detroit Edison Company 
Treasurer: DAVID B. MATHIAS 
Bankers Trust Company 
Secretary: J. K. LAURENTZ 
The Brooklyn Union Gas Company 


Three Year Directors DIRECTORS 


Term Expiring 1949 CHARLES J. HILL 
The Peoples Gas Light & Coke Company 
PHILLIPS C. SALMAN 
Socony-Vacuum Oil Company, Inc 
HARRY H. WARTHEN 
Provident Mutual Life Insurance Company 
9 Term Expiring 1948 G. T. BODMAN 
Continental Oil Company 
BRADFORD CADMUS 
ARTHUR J. E. CHILD 
Canada Packers Limited 
Term Expiring 1947 JOSEPH J. CLAIR 
Metropolitan Life Insurance Company 
CHARLES J. FUE 
The Brooklyn Union Gas Company 
CHARLES S. WEBSTER 
National Biscuit Company 
One Year Directors 
ERNEST R. DENT 
E. 1. du Pont de Nemours & Company 
WM. J. FARNAN 
General Baking Company 
JOHN B. THURSTON 
John B. Thurston and Company 
J. McCALL HUGHES 
The Mutual Life Insurance Company of New York 
ARTHUR H. KENT 
Standard Oil Company of California 
J. ERNEST LAURIE 
Prudential Insurance Company of America 
PAUL E. TIERNEY 


John Hancock Mutual Life Insurance Company 
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Past Presidents 
1942 - 1943 


1943 - 1944 
1944 - 194% 


1945 - 1946 


Chicago 
Cleveland 
Dayton 
Detroit 

Los Angeles 
Louisville 
Miami 
Montreal 
New England 
New York 
Philadelphia 
Pittsburgh 
Saginaw Valley 
San Francisco 
St. Louis 
Toronto 

Tulsa 


Twin Cities 





The Internal Auditor 


ROBERT B. MILNE a 


Columbia Engineering Corporation 





WILLIAM H. GARBADE 
Shell Oil Company, Incorporated 


ALAN LAUCKNER 
Central Hanover Bank and Trust Company 
CURTIS T. ATKISSON 


Ebasco Services, Incorporated 


Presidents of Chapters 


LE ROY R. HAAS 
Chicago Title & Trust Company 
DANIEL H. JOHNSON 
Pickands Mather & Co 
ARTHUR C. CHESNEY, JR. 
The Chas. Sucher Packing Co 
EARLE H. CUNNINGHAM 
General Motors Corporation 
WILLIAM J. LEHMANN 
Lockheed Aircraft Corp 
HORACE D. WOODCOCK 
Tube Turns, Inc 
RALPH E. AYERS 
Sears, Roebuck & Company 
REGINALD UDEN 


Canada Packers Limited 


HAROLD A. MARTINSON 


Boston Consolidated Gas Company 
HERBERT C. M. COBB 

Worthington Pump & Machinery Corp 
FRANK M. FISHER 

The Lehigh Coal & Navigation Company 
WILBERT A. WALKER 

United States Steel Corporation of Delaware 
GLENN A. CORNING 

Buick Motor Division, General Motors Corporation 
VICTOR G. GENDRON 

Crown Zellerbach Corp 
JOSEPH G. LOUIS 

The Grove Laboratories, Inc 
WILLIAM J. L. TOWNSEND 

Canada Packers Limited 
NEIL MILLER 

Dowell, Incorporated 


R. J. HARRIGAN 
General Mills, Inc 





Managing Director 
BRADFORD CADMUS 


120 Liberty Street 
New York 6, N. Y. 


i) Other 





INSTITUTE COMMITTEES 


YEAR ENDING SEPTEMBER 30, 1947 


Standing 


Executive: 


Budget & Finance 


Membership & Chapter 
Formation 


In The U.S 


Canada 
Cuba 
England 


Admissions 


Auditing: 


Advisory: 


Chapter Activities: 


Cooperation with Other 
Organizations: 


Digest of Other 


Publications: 


The 


Auditor: 


Editorial 
Internal 


Educational 


Industries 


J. ERNEST LAURIE, Chairman 
VICTOR Z. BRINK 
WILLIAM J. FARNAN 


CHARLES S. WEBSTER, Chairman 
CURTIS T. ATKISSON 

J. K. LAURENTZ 

GORDON G. CROWDER, Chairman 
CHARLES B. BENNETT 

GLENN T. BODMAN 

FRED H. ELLIOTT 

R. J. HARRIGAN 

CHARLES J. HILL 

W. G. PROCTOR 

ARTHUR J. E. CHILD 

ROBERTO MILLAR 

JOHN R. ROBINSON 

CLIFFORD A. WATKINS, Chairman 
GEORGE F. JAEGER 

FREDERICK F. SCHANTZ 


PETER A. SCHLENKER, Chairman 


CURTIS T. ATKISSON, Chairman 
VICTOR Z. BRINK 

WILLIAM H. GARBADI 

ALAN LAUCKNER 


HARRIS R. SYMES, Chairman 


JOHN B. THURSTON, Chairman 


JOHN F. BRADY, Chairman 
CHARLES J. FUE, Chairman 


c/o The Brooklyn Union Gas Company 


176 Remsen St., Brooklyn 2, N. Y 
MAX A. KENYON 

EDWARD J. NOVOTNEY 
ARTHUR J. E. CHILD, Chairman 


A. L. SIMPSON. Chairman 
c/o Chrysler Corporation 
341 Massachusetts Ave 
Detroit 31, Michigan 
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The Internal Auditor 


Industries (Cont'd): 


Other Committees (Cont’d)— * 





AUTOMOTIVE AND ALLIED INDUSTRIES 
G. R. CORNWELL, Representative 
c/o Ford Motor Co. 
3000 Schaefer Road 
Dearborn, Michigan 


AVIATION 
F. ROSS CLAYTON, Representative 
4200 S. Norton. 
Los Angeles 43, California 


Banks AND Trust CoMPANIES 
ARTHUR E. DUANE, Representative 
c/o American Trust Co 
464 California Street 
San Francisco 20, California 


Foon, Beverace AND Re.arep CoMPpANIEs 
FRANK B. NICHOLSON, Representative 
56 Driving Park Avenue 
Lynbrook, New York 


INSURANCE 
J. ERNEST LAURIE, Representative 
c/o The Prudential Insurance Co. of America 
763 Broad Street 
Newark 1, New Jersey 


Inon, Steet, Copper, Coat AND CoKE 
W. H. LIDDLE, Representative 
c/o Jones & Laughlin Steel Corp., 
3rd Ave. and Ross Street 
Pittsburgh 30, Pa. 





MAcHINERY AND EquipMENT MANUPACTURERS 
RENE J. LABELLE, Representative 
Vickers, Inc. 
1400 Oakman Blvd. 
Detroit 6, Michigan 


PETROLEUM AND CHEMICAL COMPANIES 


SIDNEY Y. HOOVER, Representatit e 
c/o The Atlantic Refining Co. 

260 South Broad Street 

Philadelphia 3, Pa. 


Pusiic Utiiities 
JOHN G. REYNOLDS, Representative 
c/o The Brooklyn Union Gas Co 
176 Remsen Street 
Brooklyn 2, N. Y. 


MIsceELLANEOUS COMPANIES AND AGENCIES 
H. C. YETTER, Representative 
c/o Owens-Illinois Glass Co. 
Ohio Building 

Toledo, Ohio 





Institute Committees 
Other Committees (Cont’d)— 
Publication Policy: ARTHUR E. HALD, Chairman 


WILLIAM H. GARBADE 
ROBERT B. MILNE 


~“ 
wr 


Research: VICTOR Z. BRINK, Chairman 

CURTIS T. ATKISSON 

ARTHUR J. E. CHILD 

EARLE H. CUNNINGHAM 

HERBERT G. KIMBALL 

ROBERT B. MILNE 

JOHN B. THURSTON 

A. L. SIMPSON, ex-officio (as Chairman of 
Industries Committee) 


1947 Year Book: RAYMOND KNOWLES, Chairman 


Brochure: PETER J. BUZANGA, Chairman 


Sixth Annual Conference: CHARLES J. GHESQUIERE, General Chairman 


ProcRaAM 


EARLE H. CUNNINGHAM 


Horet ARRANGEMENTS 


HARRIS R. SYMES 


Hore. REeservaTIoNs 


JAMES M. CLELAND 


RECEPTION 

BYERS BURLINGAME 
REGISTRATION 

ALBERT F. KNOWLES 
PusLiciry 

GEORGE W. HYATT 


EXHIBITS 
FRANK J. COYKENDALL 


Bupcer anp FINANCE 
CHARLES E. HAMILTON 


Director of Research 


VICTOR Z. BRINK 








EXHIBITORS’ ARTICLES AND PHOTOS 
OF EQUIPMENT 


gran the modern figuring 
and accounting machines to 
be shown by the Burroucus App 
ING Macurne Company at the 
forthcoming conference of The In 
stitute, is the new Burrovucus 
Exvectrric DupLtex CALCULATOR. 


sibinkeevaiiees . : 

This new calculator is now pro 
duced in a soft brown color and 
non-reflecting finish that gives this 
postwar machine a smart, modern 
appearance and eliminates all re 
flections and glare. The new color 





treatment has been extended even 
to the machine keytops where the 
old black and white colors have been replaced with harmonizing tones 
of brown and ivory. 


This new machine offers a number of operating advantages. It 
registers the result of individual calculations in its front dials and 
automaticai. accumulates a grand total in the rear dials. Any 
amount registc ed in the front dials can be instantly subtracted from 
the grand total by means of the “Subtract” bar without the use of 
complements. 

Also to be exhibited are: a BURROUGHS CALCULATING 
TYPEWRITING MACHINE —the only machine that calculates 
earnings and write complete payroll records in one operation, includ 
ing the forwarding of totals of earnings and tax to date; a BUR 
ROUGHS CALCULATING BILLING MACHINE that prints all fac 
tors for the proof of extensions, materially reducing the usual second 
step of checking; a BURROUGHS ACCOUNTS RECEIVABLE MA 
CHINE that is entirely new and high-speed. 

Many other BURROUGHS machines of interest to members of 
the Institute will also be displayed. 
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Exhibitors’ Articles and Photos of Equipment 77 


\! 5 ee REMINGTON RAND ALPHA 
BETICAL TABULATOR which 


prints 100 columns of either alpha 





betical or numerical information 
will be featured at the Tabulating 
Machines Division exhibit. 


This machine will be demon 
strated in connection with the ap 
plication of punched-card proce 
dures to accounting and auditing 
problems. 


Demonstrations will also be made 
on the Interfiling Reproducing 
Punch —the Robot of punched 
card accounting—which compares, 
reproduces, interfiles or segregatess in one machine operation. 


The Alphabetical Posting Interpreter which posts information 
punched in a card on one or more following cards will also-be shown 
in the tabulating exhibit. The Visible Automatic Punch and Counting 
Sorter will complete the group of machines to be shown on applica 

9 tions that apply to basic accounting and auditing procedures. 


. mepever Caso REGISTER’S 


Crass 2000 Parrott Ma- 
CHINE prints five original payroll 
records at one operation, mechan- 
ically computes and prints five bal- 
ances on each employee’s pay state- 
ment, and automatically accumu- 
lates individual earnings and de- 
ductions in separate totals inside 


the machine. 











Chapter 
Chicago 
Cleveland 
Dayton 
Detroit 
Los Angeles 
Louisville 
Miami 
Montreal 
New England 
New York 
Philadelphia 
Pittsburgh 


Saginaw Valley 


St. Louis 

San Francisco 
Toronto 
Tulsa 

Twin Cities 
Non-Chapter 


Tora. 


MEMBERSHIP BY CHAPTERS 


Jury 31, 1947 


Members 
97 
41 
41 
93 


67 


Associates Juniors 


9 11 
gy 
s) 2 
12 7 
10 40 
1 
6 5 
7 2 
40 28 
8 1 
! I 
1 6 
6 7 
13 26 
1 4 
1 
4 
8) 6 
139 150 


THE INSTITUTE OF INTERNAL AUDITORS, INC. 


Total 
117 
54 


Non o 


QO 


SUPPLEMENTAL LIST OF NEW MEMBERS 
AND BUSINESS AFFILIATION CHANGES 


JUNE 1, 1947 TO JULY 31, 1947 


S. E. 


ADAMS 
The American Sugar Refining Company 
GENARO PEREZ ALVAREZ 


Sears, Roebuck and Company, 8. 


KENNETH E. BAILEY 
Barnsdall Oil Company 


ROBERT C. BAIRD 


The Canada Life Assurance Company W 





Total as 
at Sept. 


30, 1946 





MIGUEL A. BARRENECHE 


ROBERT I 





BEISNER 


BENSON 


Carcas, Estebanez y Barreneche 


LOGAN R 


A. Touche, Niven and Company 
ROYAL V. 


R. P. Lewis Company 


BENTLEY. II 


Virginia Pulp and Paper Company 


Supplemental List of New Members 79 


J. EARNEST BOOHER 


Prudential Insurance Company 


J. R. BRITTEN 


Reynolds Metals Company 


JOHN M. BRODL 
Douglas Aircraft Company, Inc 
PAUL C. BUCKLEY 
The Carborundum Company 


THEODORE J. CHRISTO 


Lithomat Corporation 


C. N. CLARK 


Amerada Petroleum Corporation 


RICHARD K. COLLINS 


Commercial Iron Works 


HARRY S. COOPER 


Crucible Steel Company of America 
SAMUEL N. DAMREN 
Kaiser-Fraser Corporation 

DONALD F. DAVIES 
Woodhouse and Company, Ltd 
HARRY L. DAVIS 
General Mills, Inc 


SANTIAGO De La CRUZ 
The De La Rama Steamship Company 


OBERTO M. de la TORRE 


The Cuban American Sugar Mills Co 


J. HARVEY DICKEY 


Atlas Powder Company 


DONALD E. DOOLEY 


Wisconsin Electric Power Company 


ARTHUR K. DOWD 


Lever Brothers Company 


JOHN F. DRYDEN 


Chanaberry Engineering Company 


RICHARD E. EIDSON 


Douglas Aircraft Company, Inc 


LANKFORD J. FELTON 


Tennessee Eastman Corporation 


CHARLES F. FITZGERALD 


Rochester Gas-Electric Corporation 


SAM WESS GATES 
irmstrong Tire & Rubber Company 


J. EMMET GERSTLE 
Riggs Motor Company, Inc 


WALLACE R. GILCHRIST 
Stanolind Pipe Line Company 


KENNETH C. GLASER 
Haskins and Sells 


MARTIN M. HANSEN 


Standard Oil Company of California 


GEORGE S. HARNER 


Pennsylvania Rubber Company 


HERBERT O. HINCKS 
Frankfort Distilleries, Inc 


JACK D. HOGAN 


Michigan Consolidated Gas Company 


ELLIS K. HOLBERT 
Tide Water Associated Oil Company 


BERNARD J. HORSTMAN 
The Enro Shirt Company 


ALLEN E. HOWARD 
Sianolind Oil and Gas Company 


JOHN O. B. HOWLAND 


Government Services, In 
ROBERT CHARLES KAESBERG 
United Air Lines, In 


JOHN M. KILGORE 


Chicopee Manufacturing Corporation 
JOHN W. KLUBERG 


irthur Andersen and Company 


A. WILLIAM KNITTEI 


Eastman Kodak Company 


JOHN S. KOLSTAD 
Oklahoma Natural Gas Company 


WELDON KRETSCHMER 


International Harvester Company 


A. CHESTER LIVENGOOD 
Haskins and Sells 


HENRY H. LUNDGREN 


Kaiser-Frazer Corporation 


MURRAY G. LYON 


Allstate Insurance Company 


CYRIL S. MAXWELI 
Shell Oil Company, Inc 


SAMUEL F. McCLUNEY 


Sunray Oil Corporation 


C. B. McCULLOUGH 
Wood Marine Engineering Company 








EDGAR R. MELLON 


Washington Gas Light Company 


CLAYTON T. MILLER, JR 


General Motors Corporation 


ROBERT M. MILLER 
United Distillers of America, Ine 


W. ARTHUR MORRISON 
Hughes Motor Mart, Inc 


RICHARD H. MORSE 
Standard Oil Company of California 


LEO V. MULDOON 
General Motors Corporation 


PATRICK H. O'DONNELL 


The General Tire and Rubber Company 


JOHN M. OLIVER 


Burroughs Adding Machine Company 
EARL E. OSTERHAGE 
International Harvester Company 
E. P. PRIEBE 
Skelly Oil Company 
MELVIN J. QUAYLE 
Cutter Laboratories 


HOWARD B. RAPLEE 
The Girdler Corporation 


R. W. RECHT 
Russell Miller Milling Company 


L. B. RENDALL 
Campbell Soup Company 


CARL J. RICHTER 
Gulf Oil Corporation 


JOSE. C. RODRIQUEZ 


Sears, Roebuck and Company, 8. A 
G. A. SAVAGE 
irthur Young and Company 
CARL J. SENGER 


Warren Petroleum Corporation 


CHARLES M. SHEPPARD 
Empire District Electric Company 


The Internal Auditor 





MAURICE W. SILVEY 


ROBERT HECTOR SIM 6 é 


Tobacco By-Products & Chemical Corp 


Sun Life Assurance Company of Canada 


SUMNER G. SINCLAIR 
Northwestern National Bank 
of Minneapolis 


CEDRIC C. SLAIN 
International Harvester Company 
FRANCIS SMITH 
Comstock Canning Corporation 
KENNETH 0O. SODERQUIST 
Frederick & Nelson Division 
Marshall Field & Co 


LELAND H. STODDARD 


Comstock Canning Corporation 
ALFRED TANNER 


The Pure Oil Company 


LON E. TEVERBAUGH 


Continental Oil Company 


OTTO J. WHITE 


Price, Waterhouse & Company 
W. N. WHITE 


Reynolds Metals Company e g 


ROBERT B. WILKES 


Harris. Kerr, Forster & Company 


LeROY A. WOLFE 
Elizabethtown Consolidated Gas Co 


CHARLES WAYNE WRIGHT 


Kaiser-Frazer Corporation 


FREDERICK M. WYNKOOP 


Douglas Aircraft Company, Inc 


ROBERT F. YOUNG 


The Emporium 


MILAN E. ZAVESON 


The General Tire & Rubber Company 





Business Affiliation Changes and Transfers 81 


BUSINESS AFFILIATION CHANGES 


RICHARD H. BARRETI HENRY PILCH 
Keller, Kirschner, Martin & Clinger Schenley Distillers Corporatior 
LINTON COPELAND R. J. RINEHART 
American Hospital Medical Benefit The Dow Chemical Company 
HENRY GOUDGI E. R. SMITH 


Essex Wire Corporation Livingston Brothers, In 


TRANSFERS 
from Junior to Member 


WILLIAM C. TALLEY, I Angeles Chapt 


ROBERT K. ARTHUR, Dayton Chapte: 


fron Associate to Member 
WILLIAM R. WHITE, Toronto Chapter 


Requiescat in Pace 


WILBUR L. CRANFORD 














EMPLOYMENT SECTION 


HE Employment Section is intended to be of assistance 

to InstrruTe members desiring to make new connec- 
tions and to companies having internal auditing positions 
available. The names of interested members or of com- 
panies requesting space in this section will remain anony- 
mous, if desired. 


All communications should be addressed to The Secre- 
tary—Tue Instirute or INTERNAL Auprrors, Room 404, 
120 Liberty Street, New York 6, N. Y. Reference should 
be made to the Box “E” number. 











POSITIONS WANTED 


AUDITOR-ACCOUNTANT Desires 
position as Auditor, Controller, or Cost 
Accountant where maturity of judg 
ment and experience are an asset. Ex 
tensive experience in internal and pub 
lic auditing and in cost accounting. Has 
also operated a limited public account 
ing and income tax practice serving 
small businesses. Capable of organizing 
and developing an internal auditing de 
partment. Also familiar with budget 
and institutional accounting and with 
standard costs. Address Institute Sec- 
retary, Box E-146. 


CONTROLLER — CPA with 15 years’ 
heavy industrial and public experience 
seeks position as Controller. Qualified to 
assume for top management complete 
responsibility for general and cost ac 
counting, budgetary control, auditing. 
systems installation, reports. taxes and 
management assistance. College gradu 
ate, two years law school. Locate any 
where. Age 39. Present salary $7.800 
Address Institute Secretary. Box E-147 




















Publications of The Institute of Internal Auditors 


“Internal Auditing—A Post-War Reappraisal 
ADDRESSES Presented at the 
FIFTH ANNUAL CONFERENCE OF THE INSTITUTE — 1946 
RECONSIDERATION of the fundamentals of Internal Audi 
. th Peciwer conpiions. Subjects covered 


tors, | + ot Audit rrogeaes t Reports al Aud 
osle 
ordination x gh 


Auditors 
Price $2.00 


“Internal Auditing—Now and After The War” 
PAPERS AND DISCUSSIONS Presented at the 
THIRD ANNUAL CONFERENCE OF THE si bee 1944 
UBJECTS trea‘zd and discussed by internal cudi 
accountants and authorities in related 


Internal Auditing Department in Si t Pail 
Internal Cont sol Base Phnciples of Be ne | iro 


ta Price paper-bound $1.75 


“Internal Auditing Philosophy and Practice” 
Edited by CHARLES J. FUE 
General Auditor, Brooklyn Union Gos Company 


A Symposium of Papers and Addresses rted during the 1942-1943 
Season of THE INSTITUTE OF INTERNAL AUDITORS. 


TE six rts: I. lateral pues Techniques 
“ol uditing and 
ting and Se Securities and 


Exchonoe . . V. Internal ‘artime Problems, 
and Vi laiermal Tamiting ‘aad the Pature. “i 


“INTERNAL AUDITING PHILOSOPHY AND PRACTICE” stresses the co- 
operation of the Internal Auditor with the Public Accountant, the 
Relationship of Internal Auditing to Management, War and Post-War 


Price $2.50 
“Internal Auditing: A New Management Technique” 


Edited by JOHN B. THURSTON 


IS volume contains 462 pages divided into thirty -six haeeess. 
It contains outstanding essays, and v 
information covering the subject of modern internal auditing 


Price $3.50 
“Managerial Control Through Internal Auditing” 


Prepared by The Research Department of 
THE INSTITUTE OF INTERNAL AUDITORS 


ODERN Internal Anditng ie lies in the arec of management control 
This concise volume has been published to to guide business manage- 
ment in the utilization of its internal agen staff; how, as a tool 
of management, modern internal auditing h ssed far beyond the 
arithmetical verification of accounts, recor financial statements; 
how it has become a complete intra-company financial cud operational 
teview embracing rlection of the system im af — contro y°and re- 
liable assurance o! aehereact to the standards of performance. The 
book consists of six parts: The General Sane ot herman Auditing 
Il. eoeeer pee, ot of Ls f Auditing Rega, i . The Internal Auditing 
The place of the Internal 
A BE. ny in the Company py, Gvwgnization and VI. Co-ordina- 
tion ‘Of \seonal Auditing with the Public t. 
Price $1.50 























Order from ro favorite bookseller or 


directly from 
BROCK and WALLSTON, Publishers, 39 Atlantic St., Samford, Conn. 
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